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To Power an Inclusive Future for All 


We are committed to leading the way, to inspiring change, to seeing | 
the world through the eyes of others, and to stepping up to the challenges ii 
of inequity to create new possibilities for tomorrow. 


Cloud and compute 


Why Cisco? 


gn Trusted partner 


To help our customers connect, secure, and a 
automate in order to accelerate their digital 
agility in a cloud-first world 


Continuous innovation 


@ Technology leadership 
To execute on our strategy and address our customer priorities, we are 


focusing on the following six strategic pillars: Secure, Agile Networks; 


Hybrid Work; Optimized Application Experiences; End-to-End Security; 
ğe Global scale and reach 


Q Driven by purpose 


Flexible Consumption 


Internet for the Future; and Capabilities at the Edge. 


. 


To drive the most trusted customer 
experience in the industry with our 
extraordinary people and great technologies 
Our employees bring talent and ingenuity to everything we do, 


from designing products and solutions and protecting sensitive data 
to helping us Power an Inclusive Future for All. 
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Introduction to 
summary report | 


This section provides an 
overview of Cisco. It does 
contain all of the information 
you should consider. Pleas 
review our latest Annual R 
on Form 10-K and online 
versions of the Annual Repo 
on the website. Please a 
review our Proxy Stateme et 


our 2021 Annual Meetinc 
E 


Stockholders, and our ref 
related to corporate soci 
responsibility (CSR), avai 
on www.cisco.com. 


Forward-looking statements 
This Summary Report and our Annual Report on Form 10-K (“Annual Report”) included herein contain projections and other forward-looking statements 
regarding future events or the future financial performance of Cisco, including future operating results. These projections and statements are only 
predictions. Actual events or results may differ materially from those in the projections or other forward- looking statements. See Cisco’s filings with the 
Securities and Exchange Commission, including its most recent filing on Form 10-K, for a discussion of important risk factors that could cause actual 
events or results to differ materially from those in the projections or other forward-looking statements. 
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Letter to stockholders 


To our stockholders, 


Fiscal 2021 was a truly transformative year, and one like no 
other. Our fiscal year began last July with tremendous global 
uncertainty, as the COVID-19 pandemic continued to reshape 
how businesses operated, and how all of us lived and worked. 
In addition, the racial and social injustices that came to light 
shortly before the start of the fiscal year made it clear that we 
are all facing a time of incredible change, and throughout the 
year, the unfolding reality of climate change created even more 
urgency to build a more sustainable economy. 


Despite the complexity of navigating these 
challenges, it has been a year of hope 

and optimism as a recovery has started 

to take shape. At Cisco, we are incredibly 
proud of how our teams have supported 
our customers, partners, communities, and 
one another through this time, giving us all 
a renewed sense of purpose. 


This past year has also made it undeniably 
clear that a focused, agile, and resilient 
business, guided by its purpose and 
values, and anchored in its strategy, 

can emerge stronger and better from 
challenging times. While the world looks 
and feels different today, Cisco’s core 
purpose to power an inclusive future 

for all continues to guide us as we 

look forward to enabling a reimagined 
future with tremendous opportunity ahead. 


Building momentum 


While fiscal 2021 certainly carried 
uncertainties, we ended it with exceptional 
momentum and positive revenue growth. 
We believe that our performance 
demonstrates strong execution against our 
strategy, robust customer adoption, trust in 
our innovative solutions, and accelerating 
adoption of our software and subscription 
offerings. In the fourth quarter, we 
experienced the strongest product order 
year-over-year growth rate in over a 
decade, driven in part by our customers’ 
urgency to modernize their infrastructure, 
digitize their businesses, and adapt to the 
future of work. 


As we continue the successful 
transformation of our business model that 
we have been investing in and executing 

on to drive higher subscription revenue, 

we have seen more predictability in our 
business model and greater visibility into our 
future. Our solid performance, combined 
with the strength of our transformation, only 
reinforces my confidence about our future. 
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In fiscal 2021, our software revenue was 
$15 billion of our total revenue of $49.8 
billion, up 7% year over year, making us 
one of the largest software companies 

in the world. We also achieved software 
subscription revenue growth of 15% year 
over year. We believe our investments 
are paying off, as our offerings delivered 
a strong recurring stream of revenues 
and are one of the key reasons why 

we finished the year with strong 
remaining performance obligations. 

Our consistent performance allowed us to 
close out the year with a strong balance 
sheet and solid cash flows, enabling us to 
continue to invest in our growth. 


However, we are also seeing similar 
supply issues for key components that 
nearly every company in the industry is 
experiencing. We believe our world-class 
supply chain team will help us navigate this 
complex situation, enable us to optimize 
our access to key components (including 
semiconductors), and help us to take care 
of our customers by fulfilling demand as 
quickly as possible. 


Power of our portfolio— 

Leading with innovation 

As businesses slowly reopen, we see 

a tremendous opportunity ahead as 
nearly every company in every industry 
accelerates its digital agility in a cloud- 
first world. Our customers are looking for 
solutions that provide speed, agility, and 
simplicity, and Cisco is the right company 
to deliver on each of these areas with our 
continued innovation. 


We believe that we are at a pivotal moment 
as we have a massive opportunity to 
transform what has been the traditional 
office and define the future of hybrid work. 
As our customers look to create safer hybrid 
workplaces and collaborative, engaging 
experiences for their customers and 


(£ We are committed to 
providing our customers 
the technologies they 
need to successfully 
navigate highly dynamic 
environments at an 
incredibly rapid pace, and 
we're continuing to see 
strong customer reception 
for our accelerated 
investments in software 
and subscriptions. JJ 


employees, we believe they are becoming 
increasingly reliant on Cisco technologies to 
help them achieve those goals. 


Over the last fiscal year, we have 
introduced a number of new capabilities 
across our entire portfolio, while also 
investing in more flexible consumption 
models including our core networking 
capabilities as a service, highlighted by the 
recent launch of Cisco Plus. 


Our new Cisco Plus solutions will deliver 
cross-portfolio technologies to help solve 
our customers’ biggest needs with faster 
time to value. Our initial “network-as-a- 
service” offering delivers hybrid cloud 
technologies and will later expand to 

a broader catalog of services built and 
delivered with our partner ecosystem. 
While still in the early days of its launch, 
Cisco Plus directly aligns with our 
transformation goals around driving more 
subscription-based revenue. 


In collaboration, we continue to invest in and 
accelerate Webex, through both acquisitions 
and delivering new innovations, including the 
introduction of more than 1,000 new features 
and devices since last year. These innovations 
include the all-new Webex Suite, with a 

new look and feel that support hybrid work 
collaboration. 


We acquired several software-based 
companies within the collaboration space, 
including Slido and Socio Labs, which we 
are integrating into our Webex platform to 
provide a comprehensive event management 
solution. We also acquired IMImobile, a 
cloud communications software and services 
company, and Involvio, a leading student 
experience platform. 


In security, we are focused on proactively 
protecting our customers from threats and 
remediating against them in an ever-increasing 
cyberthreat environment. We are increasingly 
deploying our zero-trust and secure access 
service edge (SASE) architectures, along 

with automation, authentication, and analytics 
capabilities. Additionally, we have delivered 
several new innovations, including passwordless 
authentication, cloud-based malware detection, 
and enhancements to SecureX. To complement 
these innovations, we acquired assets like 
Kenna Security, to drive even greater security 
efficacy. 


The broad and accelerating adoption of 
multicloud and modern application environments 
is changing how the world’s largest networks 
are built, operated, and secured, and we believe 
Cisco is at the center of this transition. We are 
building the internet for the future by creating 
breakthrough innovation with our routing, 
optical, and automation technologies to deliver 
significant economic benefits. We launched 

a new routed optical networking solution 
integrating our scalable, high-performance 
routers and Acacia’s pluggable optics, which 
offers significant cost savings. We are also 
significantly expanding our footprint with our 
webscale customers as they begin their 400G 
upgrade cycles. 


Going forward, we will continue to increase our 
investments in key growth areas and technology 
shifts to help our customers succeed. Our 
focus areas will include hybrid cloud, hybrid 
work, 5G, Wi-Fi 6, edge, security, and cloud- 
native architectures. | firmly believe increased 
investments in these areas will extend our 
technology leadership position and help our 
customers identify solutions that drive speed, 
agility, and simplicity. 


Powering an inclusive future for all— 
Creating positive impact 

Whether it’s our deep focus on delivering the 
best results for our customers, partners, and 
employees, or our commitment to making a 


difference in communities across the world, 
Cisco remains committed to our purpose: to 
power an inclusive future for all. 


One key focus area is our commitment to 
creating sustainable solutions to address 
environmental issues that face communities 
around the world. For example, we’ve taken 
several actions to protect the planet and 
address the global climate change crisis. In 
September, we announced our commitments 
to be net zero across all scopes of greenhouse 
gas (GHG) emissions by 2040, which includes 
our product use, operations, and supply chain, 
and net zero across all global Scope 1 and 
Scope 2 GHG emissions by 2025. We have 
already achieved 100% renewable energy in the 
U.S. and in many countries across Europe and 
will continue to take additional steps to reduce 
our carbon footprint going forward. In addition, 
in April, the Cisco Foundation committed 

$100 million over 10 years to fund nonprofit 
grants and impact investing in climate solutions. 


We also continue to remain focused on 

the critical need to address racial equality 
and social justice. This past May, we 
announced our commitment to invest 

$150 million in historically black colleges 

and universities by providing networking, 
security, and collaboration technologies, as 
well as IT support services, to address their 
cybersecurity and digital infrastructure needs. 


Confidence in our future 

As we look to fiscal 2022, we are excited to 
build on our strong momentum from this past 
fiscal year, with continued focus on growth, 
execution, and innovation. As the global 
recovery takes shape, we are executing on our 
vision of rebuilding a better world—one that is 
digital, sustainable, inclusive, and highly secure. 


We are committed to providing our customers 
the technologies they need to successfully 
navigate highly dynamic environments at an 
incredibly rapid pace, and we’re continuing 

to see strong customer appreciation of our 
accelerated investments in software and 
subscriptions. I’m more confident than ever 

in our position as the worldwide leader in 
technology that powers the internet, the digital 
enterprise, and the future of work, and I’m 
excited for the opportunities ahead. 


Thank you for your continued support, and we 
hope you stay healthy and safe. 


Mt We 


Chuck Robbins 
Chair and Chief Executive Officer 
October 21, 2021 


2021 key 
milestones 


Achieved over 53% of 
subscription revenue 
from software and 
services in FY21. 


Cisco is one of the top 
software companies in the 
world, with $15 billion in 
software revenue in FY21. 


Launched our new 
as-a-service portfolio, 
Cisco Plus, and our 
first offer, Cisco Plus 
hybrid cloud. 


Cisco is committing to 
reach net zero across all 
scopes of greenhouse gas 
(GHG) emissions by 2040. 


Ranked #1 Best Place 
to Work in the World 

for the past 2 years by 
Great Place to Work®. 
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Financial highlights for fiscal 2021 


All amounts on an annual basis. 


Revenue trend Revenue 
(SB) 


$51.9 


$49.3 $49.8 
$12.9 
$39.0 $13.3 $13.8 
$36.0 $36.0 
O 
59% 
Americas 


by product category and services* 


by geographical segment 


2019 2020 2021 
54% 11% 7% 28% 

= Product revenue Infrastructure Applications Security Services 

æ Services revenue platforms 
Operating cash flow Margins 
(SB) (%) 
$15.8 $15.4 $15.5 62.9% 64.3% 64.0% 

27.4% 9, 
° 2110% 25.8% 
2019 2020 2021 

2019 2020 2021 


= Gross margin 


= Operating margin 


*Percentages may not equal 100% due to rounding 
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Capital allocation 


Dividends paid per share 


($) 
Wa $1.42 $1.46 
2019 2020 2021 


= Dividends paid per share 


Primary uses of cash in FY21 


15% 31% 
Repayment of debt Dividends 
3% 36% 


Capital expenditures Acquisitions, net 


Total stockholder return 


Share repurchases 
and diluted share count 
(Millions) 


418 


4,236 


59 


2020 


2019 2021 


æ Absolute number of 
shares repurchased 


ee Diluted share count 


15% 


Share repurchases 


Comparison of 5-year cumulative total return* 


among Cisco Systems, Inc., the S&P 500 Index, 


This graph shows a 5-year comparison 
of the cumulative total stockholder 
return on Cisco common stock with 

the cumulative total returns of the S&P 
500 Index and the S&P Information 
Technology Index. The graph tracks the 
performance of a $100 investment in 
Cisco’s common stock and in each of 
the indexes (with the reinvestment of all 
dividends). Stockholder returns over the 
indicated period are based on historical 
data and should not be considered 
indicative of future stockholder returns. 


July July 
2016 


2017 


ææ Cisco Systems, Inc. 
«== S&P 500 Index 


and the S&P Information Technology Index 


July July July July 
2018 2019 2020 2021 


== S&P Information Technology Index 


* $100 invested on 7/30/16 in stock or index, including 
reinvestment of dividends. Fiscal year ending July 31, 2021. 


R. Scott Herren 
EVP and Chief Financial Officer 


(€ We delivered a solid 
fiscal year with strong 
operational execution 
and growth in our 
portfolio of software 
and services. Software 
subscriptions were 
79% of our software 
revenue and we now 
have over S30 billion in 
remaining performance 
obligations. Our results 
reflect the returns on 
the investments we're 
making in innovation 
and a continued shift 
to more software and 
subscriptions, driving 
more recurring revenue 
delivering growth and 
shareholder value. 99 
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Cisco strategy 


As our customers add billions of new connections to their enterprises, 
and as more applications move to a multicloud environment, the 
network becomes even more critical. Our customers are navigating 
change at an unprecedented pace. Our mission is to shape the 

future of the internet by inspiring new possibilities for them by helping 
transform their infrastructure, expand applications and analytics, 
address their security needs, and empower their teams. 


We believe that our customers are 
looking for outcomes that are data- 
driven and provide meaningful business 
value through automation, security, 

and analytics across private, hybrid, 

and multicloud environments. We are 
focusing on four customer priorities: 
Reimagine Applications, Power Hybrid 
Work, Transform Infrastructure, and 
Secure the Enterprise. We are also 
accelerating our efforts to enable the 
delivery of network functionality as a 
service, as our customers increasingly 
want to consume our technologies in 
flexible ways. We have made the initial 
step with our new as-a-service portfolio, 
Cisco Plus, and our first offer, Cisco Plus 
hybrid cloud, which combines our data 


* 


Secure, Agile 
Networks 

Build networking solutions 
with built-in simplicity, 
security, agility, and 
automation that can be 
consumed as-a-service. 


Ger, 


End-to-End Security 
Build simple, integrated, and 
high-efficacy end-to-end 

security solutions, delivered 
on-premises or in the cloud. 
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center compute, networking, and storage 
portfolio. Cisco Plus includes our plans 
to deliver networking as a service, which 
is designed to unify networking, security, 
and observability across access, wide 
area network (WAN), and cloud domains. 


Our strategy is to help our customers 
connect, secure, and automate in order 
to accelerate their digital agility in a 
cloud-first world. To execute on our 
strategy and address our customer 
priorities, we are focusing on the 
following six strategic pillars: Secure, 
Agile Networks; Hybrid Work; Optimized 
Application Experiences; End-to-End 
Security; Internet for the Future; and 
Capabilities at the Edge. 


Hybrid Work 


Deliver highly secure access, 
a safer workplace, and 
collaboration experiences for 
the hybrid workforce. 


® 


Internet for the Future 


Transform connectivity by 
efficiently meeting the ever- 
growing demand for low latency 
and higher speeds. 


Ea 


Optimized Application 
Experiences 
Enable greater speed, agility, 


and scale of cloud-native 
applications. 


Q 


Capabilities at the Edge 


Develop new capabilities for a 
distributed world while enhancing 
the developer experience 

and extending enterprise and 
carrier networks. 


Leadership 


Cisco’s executive leadership team 


04% 


diverse based 
on gender or 
ethnicity 


Chuck Robbins 
: Chair and Chief 
P Executive Officer 


% 2 


Liz Centoni Eyal Dagan Jonathan Davidson Gerri Elliott 
EVP, Chief Strategy EVP, Common EVP and General EVP and Chief 
Officer, and Hardware Group Manager, Cisco Customer and 
General Manager, Mass-Scale Partner Officer 
Applications Infrastructure 


á 


R. Scott Herren Francine Katsoudas Maria Martinez Todd Nightingale 
EVP and Chief EVP and Chief EVP and Chief EVP and General 
Financial Officer People, Policy & Operating Officer Manager, Enterprise 
Purpose Officer Networking & Cloud 
& } 
Jeetu Patel Mark Patterson Maria Poveromo Dev Stahlkopf 
EVP and General SVP, Chief of Staff SVP and Chief EVP and Chief 
Manager, Security & to the Chair Communications Legal Officer 
Collaboration and CEO Officer 


Diverse 
leadership 


At Cisco, diversity, inclusion, 
and collaboration are 
fundamental to who we are, 
how we create the best teams, 
and how we drive success. A 
diverse workplace creates a 
vibrant culture where everyone 
is welcomed, respected, 
valued, and heard. 


Cisco has signed the 

CEO Action for Diversity 

and Inclusion™ Pledge. 

We are delivering on this 
pledge by accelerating 
full-spectrum diversity— 
including gender, age, race, 
ethnicity, orientation, ability, 
nationality, religion, veteran 
status, background, culture, 
experience, strengths, and 
perspectives. It starts at 

the top in that 46% of our 
executive leadership team 
(ELT) are women and 54% 
are diverse in terms of gender 
or ethnicity, making Cisco an 
industry leader in ELT diversity. 


Leadership@Cisco 


Learn more about Cisco’s 
executive leadership team at 
https://newsroom.cisco. 
com/ exec-bios. 
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Governance and responsibility 


Cisco is committed to stockholder-friendly corporate governance, and the Board of Directors has 
adopted clear corporate policies that promote excellence in corporate governance. 


Stockholder 
engagement 


At Cisco, we recognize the importance of 
regular and transparent communication 
with our stockholders. Each year, we 
continually engage with a significant 
portion of stockholders that include our 
top institutional investors. 


~27% 


Stockholder 
engagement 


In fiscal 2021, our Chair of the Board and 
Chief Executive Officer, Secretary, and 
Investor Relations team held meetings, 
conference calls and/or corresponded 
with investors representing approximately 
27% of our outstanding shares, including 
65% of our top 30 stockholders. 


We engaged with these stockholders on a 
variety of topics, including our business and 
long-term strategy, corporate governance 
and risk management practices, board 
leadership and refreshment, diversity, 
corporate social responsibility initiatives 
(including environmental, social, 

and governance matters), executive 
compensation program, and other matters 
of stockholder interest. 


Consistent with feedback we received 
from stockholders, for fiscal 2021, we 
considered each executive’s progress 
toward Cisco’s ESG-related initiatives in 
the individual performance factors (IPF) in 
our Executive Incentive Plan, namely our 
executives’ progress during the COVID-19 
pandemic in promoting Cisco’s Conscious 
Culture, an inclusive, safe, and healthy 
work environment in which our employees 
can thrive. 
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Risk management 
approach 


We believe that risk is inherent in 
innovation and the pursuit of long- 
term growth opportunities. Cisco’s 
management is responsible for day- 
to-day risk management activities. 
The Board of Directors, acting 
directly and through its committees, 
is responsible for the oversight of 
Cisco’s risk management. With the 
oversight of the Board of Directors, 
Cisco has implemented practices, 
processes, and programs designed 
to help manage the risks to which we 
are exposed in our business and to 
align risk-taking with our efforts to 
increase stockholder value. 


Policies and 
practices 


We have adopted these policies and 
practices consistent with our 
commitment to transparency and best- 
in-class practices, as well as to ensure 
compliance with the rules and 
regulations of the SEC, the listing 


requirements of Nasdaq, and applicable 


corporate governance requirements. 


e Stockholder proxy access 


e Annual election of all directors 
(since IPO) 


e Majority voting (since 2007) 


e Robust Lead Independent 
Director role 


e Stockholder right to call a special 
meeting (since IPO) 


e No poison pill 
e Recoupment/clawback policy 


e Stock ownership guidelines for 
directors and executive officers 


e Stockholder recommendations for 
director candidate to the Board 


e Stockholder right to act by written 
consent (since IPO) 


Board of Directors 


The Board of Directors regularly 
discusses many core subjects with 
executive management, including 
strategy, operations, information 
systems, finance, and legal and public 
policy matters, in which risk oversight is 
an inherent element. 


Audit Committee 


The Audit Committee, which oversees 
financial and risk management policies, 
including data protection (comprising both 
privacy and security), receives regular 
reports on enterprise risk management 
(ERM) from the chair of the ERM operating 
committee and regular reports on 
cybersecurity from Cisco’s Chief Security 
and Trust Officer multiple times a year. 


Other committees 


Other board committees oversee specific 
categories of risk associated with their 
respective areas of responsibility. 


Management 


Cisco’s management has implemented 
an ERM program, managed by Cisco’s 
internal audit function, that is designed 
to work across the business to identify, 
assess, govern, and manage risks and 
Cisco’s response to those risks. 


Cisco’s internal audit function performs 
an annual risk assessment that is used 


by the ERM program. The structure of 
the ERM program includes both an ERM 
operating committee that focuses on 
risk management-related topics and an 
ERM executive committee consisting of 
members of executive management. 


The ERM operating committee conducts 
global risk reviews and provides regular 
updates to the ERM executive committee. 


Executive 
compensation 


Our pay practices align with our 
pay-for-performance philosophy 

and underscore our commitment to 
sound compensation and governance 
practices. 


These charts summarize the major 
elements of target total direct 
compensation for our CEO and our 
other named executive officers 
(NEOs') as a group for fiscal 2021 and 
demonstrate our continued pay-for- 
performance philosophy. 


1 As defined in our Proxy Statement 
for our 2021 Annual Meeting of 
Stockholders 


Ø 
illl 


Our executive 
compensation program 
rewards performance 


e Compensation philosophy is 
designed to attract and retain, 
motivate performance, and 
reward achievement 


e Performance measures are aligned 


with stockholder interests 


e Majority of annual total direct 


compensation is performance-based 


e No dividends are paid on 
unvested awards 


15% Variable cash incentive 
awards (performance-based) 


6% Base salary 


48% Performance-based equity 
incentive awards 


32% Time-based equity 
incentive awards 


Percentages may not total 100% due to rounding. 


$ 


NEOs other 


than CEO 


9% Variable cash incentive 
awards (performance-based) 


6% Base salary 


46% Performance-based equity 
incentive awards 


39% Time-based equity 
incentive awards 


We apply leading executive compensation practices 


e Independent compensation 
committee 


e Independent compensation 
consultant 


e Comprehensive annual 
compensation program risk 
assessment 


e Caps on incentive compensation 


e No employment, severance, or 
change in control agreements for 
our executive officers 


e Stock ownership guidelines 


e ESG performance goals are included 
in the variable cash incentive program 


e Recoupment/clawback policy 


Limited perquisites 


No single-trigger vesting of equity 
award grants 


No stock option repricing or cash- 
out of underwater equity awards 


No supplemental executive 
retirement plan or executive- 
defined benefit pension plan 


No golden parachute tax gross-ups 


Broad anti-pledging and anti- 
hedging policies 
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Board of Directors 


Cisco’s Board of Directors believes strongly in the value of an independent board of directors. Independent board 
members have consistently comprised over 75% of the members of Cisco’s Board of Directors. All members of the 
key board committees—the Audit Committee, the Compensation and Management Development Committee, and the 
Nomination and Governance Committee—are independent. 


M. Michele Burns 
63 


Independent Director 
Former Chair and CEO, 
Mercer LLC 

Director since: 2003 


Skills: @ ao @ yy ahs 
Committees: AU | F char 


John D. Harris II 
60 


Wesley G. Bush 
60 


Independent Director 

Former Chair and CEO, 
Northrop Grumman Corporation 
Director since: 2019 


Skills: $ gy @® Lod aks 1 


Committees: C | F 


Dr. Kristina M. Johnson 
64 


Michael D. Capellas 
67 


Lead Independent Director 
Founder and CEO, 

Capellas Strategic Partners 
Director since: 2006 


Skills: 9 ao @® A aks 1 


Committees: N char | AQ cna 


Roderick C. McGeary 
71 


Mark Garrett 
63 


Independent Director 
Former CFO, 

Adobe Systems Incorporated 
Director since: 2018 


Skills: 9 ao) @® A aks 


Committees: AU cnar | N 


Charles H. Robbins 
55 


Independent Director 
Former Vice President of 
Business Development, 
Raytheon Company 
Director since: 2021 


Skills: @ @ yy ahs 
Cle a 


Committees: F 


Brenton L. Saunders 
51 


Independent Director 
Executive Chair, 

The Beauty Health Company 
Director since: 2017 


Skills: 8 a) È A 19 
Committees: C | AQ 
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Independent Director 
President, 

The Ohio State University 
Director since: 2012 


Skills: & g Yy 34 
Oe 


Committees: C | F 


Deltisasiesu 
51 


Independent Director 
President and CEO, 
Advanced Micro Devices, Inc. 
Director since: 2020 


Skills: @ @ y 28 E 10 


Committees: AQ 


Independent Director 
Former Vice Chair, 
Consulting KPMG LLP 
Director since: 2003 


Skills: $ qa @® A aks 


Committees: AU | C char | N 


Marianna Tessel 
53 


Independent Director 
Executive Vice President and 


Chief Technology Officer, Intuit Inc. 


Director since: 2021 
Skills: 8 @® y A 


Committees: AQ 


Chair and Chief Executive 
Officer 

Director since: 2015 

Chair since: 2017 


Skils: 8 @ 44 C 10 


Key to committees 


AU Audit Committee 
AQ Acquisition Committee 


N Nomination and 
Governance Committee 


Finance Committee 


Cc Compensation and 
Management Development 
Committee 


The role of the Board of Directors in strategy 


One of the Board’s key responsibilities is overseeing 


management’s formulation and execution of Cisco’s strategy. Throughout the 


year, our CEO, the executive leadership team, and other leaders from across the company provide detailed business and strategy 
updates to the Board. During these reviews, the Board engages with the executive leadership team and other business leaders 
regarding various topics, including business strategy and initiatives, capital allocation, portfolio updates, the competitive landscape, 
talent and culture including inclusion and diversity, ESG concerns including human rights implications of Cisco product development 


and sales, our environmental impact, and regulatory 


developments. Additionally, on an annual basis, the Board reviews and approves 


Cisco’s financial plan. The Lead Independent Director also chairs regularly scheduled executive sessions of the independent directors, 
without Cisco management present, during which Cisco’s strategy is reviewed and other topics are discussed. 


Board snapshot 


Gender 


diversity 


Sexual 


Race/ 
orientation 
diversity 


ethnicity 
diversity 


36% Women 82% White 18% LGBTQ+ 
64% Men 9% African American or Black 


Director 


tenure 


7 Director 0-7 years 
1 Director 8-14 years 
3 Director 15+ years 


Board skills and attributes 
ae 


qO sod GED — 


marketing 


[= Academie GHEHE — 


C] Tecmoooy GHEE — o 


and Native American 
9% Asian 


Board 


governance 
structure 
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Corporate social 
responsibility 


Technology has the potential to create 
opportunities—or deepen inequalities. 
Cisco believes that technology, when 
thoughtfully and strategically applied, can 
help address inequities; bring positive, 
lasting change to people’s lives and 
communities; and benefit the planet. We 
have a purpose to Power an Inclusive 
Future for All. We announced this purpose 
in 2020 and developed a framework for 
how we can fulfill this purpose through 
our technology, actions, and intentions. 
Throughout our upcoming fiscal 2021 
Purpose Report, which is expected to 

be published in December 2021, we 
share how Cisco has helped to bring 

this purpose to life. Our corporate social 
responsibility (CSR) reporting describes 
our commitments, goals, progress, and 
impact for the environmental, social, 

and governance (ESG) topics that are 
significant to Cisco and our stakeholders. 


CSR governance 
and management 


Cisco Corporate Affairs leads our social 
investment programs and champions our 
commitment to CSR performance and 
transparency. This team engages with 
internal and external stakeholders, leads our 
ESG materiality assessment,’ and stewards 
CSR reporting activities, which are aligned 
with standards set by the Global Reporting 
Initiative (GRI). Additionally, to improve ease 
of use and comparability with peers, Cisco 
plans to index its 2021 Purpose Report 
against frameworks from GRI, the Value 
Reporting Foundation (SASB Standards), 
the Task Force on Climate-related Financial 
Disclosures, and the UN Sustainable 
Development Goals, where applicable. The 
Corporate Affairs team also works cross- 
functionally to help determine CSR priorities 
and drives the process for CSR governance 
across business functions. The Nomination 
and Governance Committee of the Board 
reviews Cisco’s policies and programs 
concerning corporate social responsibility, 
including ESG matters. This structure is 


CSR focus areas* 


Governance, E 
and Controls 


Climate change 
and GHGs 


Inclusion and diversity 
Corporate governance 


Human rights and 
working conditions in 
the supply chain 


Business ethics 


Data security and 
privacy 


Innovation and 
responsible 
technology 


Employee health and 
safety and labor rights 


Circular design and 
lifecycle management 


Operational waste 


Environmental 
protection 


Water 

Talent 

Employee well-being 
Community impact 
Digital Inclusion 


Critical human needs 
and disaster relief 


Economic 
empowerment 


* These CSR focus areas are the topics identified in our FY21 ESG materiality assessment.! 


designed to ensure that we prioritize the 1 
right ESG issues as a company, and that we 
stay on track with our commitments. 


ESG materiality, as used in this report, and our ESG materiality assessment process is different than when 
used in the context of Securities and Exchange Commission (SEC) disclosure obligations. Issues deemed 
material for purposes of this report and for purposes of determining our ESG strategy may not be considered 
material for SEC reporting purposes, nor does inclusion of information in this report indicate that the topic or 
information is material to Cisco’s financial condition or results of operations. 
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Cisco’s efforts to deliver on our stated purpose to Power 
an Inclusive Future for All are organized into several ESG 
topics. From the technology that helps securely power the 
world’s connectivity (Power), to driving fairness, inclusion, 
and equitable opportunity (Inclusive), and helping to 
ensure a sustainable and regenerative planet (Future). 


Power 


Over 85% of the world’s web 

traffic travels securely across 

Cisco connections. Our software 
and solutions protect the data of 
millions of users within public sector 
organizations and businesses 

of all sizes, including 98% of the 
Fortune 500. 


At Cisco, we hold ourselves 

to the highest standards of 
business conduct. This requires 
applying leading security and 
privacy practices and global 
principles of human rights to the 
design, sourcing, manufacturing, 
and sale of our solutions and 
working to integrate a human 
rights perspective across Cisco’s 
global business. Cisco earns 

trust by striving to operate 

with transparency, fairness, 
accountability, and integrity in 
every aspect of our business. 

The pandemic has intensified the 
importance of all these issues. 
Digital, cloud-first, and remote/ 
hybrid work are now the default for 
many organizations, and advanced 
networks are essential for business 
resiliency and reliability. 


Earning and upholding stakeholder 
trust goes beyond the integrity 

of solutions and networks. It 

also speaks to our financial 
transparency and high standards 
of ethical conduct. Cisco has 
forged trusted relationships among 
global stakeholders. 


Cisco works to ensure that our 
products are made responsibly, 
consistent with Cisco’s values. We 
expect our manufacturing partners 
and suppliers to uphold Cisco’s 
standards for labor, health and 
safety, environment, and ethics. 
We are a founding member of the 
Responsible Business Alliance 
(RBA) and have long adopted 


the RBA Code of Conduct as our 
Supplier Code of Conduct. We 
maintain high expectations of 

our global network of suppliers, 
engaging closely with them to 
protect human rights, promote 
health and well-being, and extend 
economic opportunity. We assess 
our suppliers’ conformance 

to our policies through risk 
assessments, audits, and targeted 
engagements. If suppliers do not 
meet our standards, we work 

with them to improve and hold 
them accountable to achieve 

that improvement. We also 
implement targeted initiatives to 
address identified areas of risk or 
opportunities to deliver benefit. 
This work in our supply chain is a 
core element of our commitment to 
corporate social responsibility. 


Inclusive 


We power inclusivity through our 
Conscious Culture and social 
impact initiatives. Our Conscious 
Culture informs all aspects of the 
Cisco employee experience—from 
how we support employees across 
the full spectrum of diversity to 
how we engage teams and give 
back to communities. It is a set 

of expectations, principles, and 
measures that we believe best 
define Cisco’s values, beliefs, and 
ethos. Our values and expectations 
are laid out in our Code of Business 
Conduct. Every employee must 
certify compliance with the code 
each year to help ensure integrity in 
the workplace and the ethical use 
of data and resources, and to help 
prevent conflicts of interest. Living a 
Conscious Culture requires us to act 
with dignity, respect, fairness, and 
equity in each of our interactions 
with one another, building a culture 
that allows us to become a catalyst 
for social change. 


INCLUSIVE 


Selected goals 


7% 1 billion 


people positively 
impacted through 
our social impact 


increase in representation 
for Black/AA in the non- 
executive space 


grants and signature 


programs by 2025 
25% 


increase in representation FOr more 


for Black/AA for 
Director/VP 


information see our 
CSR website at 


csr.cisco.com. 


Diversity, equity and inclusion, 
and talent and culture 
highlights 


Global 27% 
employees Women 


(based on 
FY2020 73% 
data) Men 


At Cisco, it starts at the top: 46% of our ELT 
are women and 54% are diverse in terms 

of gender or ethnicity. With respect to our 
Board of Directors, 36% are women, 64% 
are men, 9% are Asian, 9% are African 
American or Black, and Native American, 
82% are White, and 18% are diverse in terms 
of sexual orientation. 


Based on our annual fiscal 2020 data, our 
global employee base was comprised 

of 27% women and 73% men, and our 
U.S. employee base was comprised of 
the following ethnicities: 51.8% White/ 
Caucasian, 36.5% Asian, 5.8% Hispanic/ 
Latinx, 4.1% African American/Black, 1.4% 
two or more races (not Hispanic or Latinx), 
and 0.4% additional groups (including 
American Indian, Alaska Native, and Native 
Hawaiian or other Pacific Islander). 


Cisco has signed the CEO Action for 
Diversity and Inclusion Pledge. 


We announced our Social Justice Beliefs, 
which includes a set of actions including 
our response to systemic racism and a 
commitment to be antiracist in all forms. 


We continued to offer employees “A Day for 
Me,” which were paid days off that allowed 
for each individual to recharge and rest. 
Approximately 2 million Team Space 
Check-Ins by our employees in fiscal 2021, 
reflecting 85% of employees submitting 
Team Space Check-Ins. 
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When people are respected for who they are 
and encouraged to seek balance between 
work and personal life, we believe they are 
more productive and successful in their jobs 
and able to give their best to their families 
and communities. In fiscal 2017, we set a 
goal to achieve 80% employee participation 
in community impact by 2020. We achieved 
that goal last year and sustained it through 
fiscal 2021. We were honored to be ranked 
number 1 on the Great Place to Work® list of 
the World’s Best Workplaces in 2020, with 
93% of employees surveyed saying Cisco is 
a great place to work. 


This year, we continued our momentum and 
growth in the diversity of our workforce. We 
have continued to make significant gains 

in diverse talent even while we continue to 
navigate the challenges and impacts of the 
pandemic. Of special note is the accelerated 
progress Cisco is making in attracting 
African American/Black talent at both the 
non-executive and Director/VP levels. 


Since we announced our Social Justice 
Beliefs in September 2020, we have 
launched 12 subsequent actions in support 
of and solidarity with the Black community. 
Our Social Justice Beliefs provide a blueprint 
for how we respond to injustice and address 
inequity, not just now, but in the future, when 
we see injustice and systemic inequality 
happening for any community across the 

full spectrum of diversity. This year, we 
launched the Inclusive Future Action Office 
to accelerate Cisco’s priorities in this area. 
Our Inclusive Future Action Office will help 
us be relentless in our progress and will 
support teams in expanding their impact. 


Cisco has always been committed to 
compensating our employees fairly and 
equitably. We are a founding signer of the 
White House Equal Pay Pledge and the 
Parity.org pledge, and we are leading the 
charge to make fair pay a reality for all 
employees through the Employers for Pay 
Equity Consortium. We have also introduced 
an innovative and inclusive framework that 
provides us powerful analytics to evaluate 
our complex compensation system. For 
example, by using these powerful analytics, 
we are able to test for pay parity ona 
regular basis, and when gaps are found, we 
strive to correct them. 


At its core, to Power an Inclusive Future 
for All means helping the underserved 
and most vulnerable. Cisco believes that 
technology can be used to help solve 
our greatest social challenges, such as 
addressing critical human needs and 
disaster relief, economic inequality, digital 
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inclusion, and education, including training 
in digital skills. Cisco set a goal in 2016 

to positively impact one billion people by 
2025 through our social impact grants and 
signature CSR programs.’ We cannot create 
this future on our own, So we engage with 
nonprofit partners to invest in early-stage 
solutions and form long-term partnerships 
that allow organizations to put technology to 
its highest and best use. 


Cisco has a proud legacy of leading the 
private sector in responding to humanitarian 
challenges. In fiscal 2021, we merged 
two existing functions within Cisco—the 
Critical Human Needs portfolio team and 
the Tactical Operations (TacOps) team—to 
form Cisco Crisis Response (CCR). CCR 
brings together our Critical Human Needs 
investment portfolio, which provides 

cash and product grants to organizations 
responding to humanitarian crises and 
natural disasters, with our Cisco TacOps 
team, which, since 2005, has responded 
to more than 60 worldwide incidents, from 
natural disasters to forced mass migration, 
providing free crisis communication 
networks to support recovery. 


We are also teaching IT skills to millions 
of students every year through the Cisco 
Networking Academy. In fiscal 2021, 
three million people participated in Cisco 
Networking Academy courses in 180 
countries, bringing the total to 15 million 
students since inception. We also 
expanded the Cisco Networking Academy 
by launching Skills for All, a mobile-first 
platform offering learners a personalized 
pathway to entry-level technology jobs. 


Future 


Environmental sustainability is foundational 
to creating a more inclusive world. Since 
2006, Cisco has been driving meaningful 
change by reducing emissions associated 
with our operations, product use, and 
supply chain. We are also helping to ensure 
sustainable use of resources by continuing 
to apply circular economy principles to 

the entire lifecycle of our products, and by 
being responsible stewards of the natural 
resources we all share, like water and air. 


Addressing climate change 


In early fiscal 2022, we committed to 
reach net zero for greenhouse gas (GHG) 
emissions across all scopes by 2040, 

10 years ahead of when climate scientists 
say the planet must reach net zero to 
avoid the worst impacts of climate change. 
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FUTURE 


Selected goals 


Net zero 

for GHG emissions by 2040 
and for all global Scope 1 
and Scope 2 GHG emissions 
by 2025 


30% 

absolute reduction in 
Cisco’s supply chain 
Scope 3 GHG emissions by 
FY30 (FY19 baseline) 


77% to 87% 


improvement in large rack- 
mounted equipment system 
power efficiency by FY22 
(FY16 baseline) 


Some of our social impact grantees receive 
funding from other organizations. Recently 
Cisco completed an external limited 
assurance review of our progress toward 
this goal. For more information see the 
criteria document and assurance report 
available at csr.cisco.com. 


Cisco’s net zero goal will be supported by 
near-term targets, including to reach net 
zero for all global Scope 1 and Scope 2 
emissions by 2025. 


Strategies Cisco has adopted to get to net 
zero include: 


e Continuing to increase the energy 
efficiency of our products 


e Accelerating our use of renewable energy 
e Embracing hybrid work 
e Investing in carbon removal solutions 


e Further embedding sustainability and 
circular economy principles across our 
business 


Cisco has been setting and achieving 
emissions reduction goals since 2006 
and is currently working toward targets 
to reduce emissions from our operations, 
products, and supply chain. Our fiscal 
2022 targets covering Scope 1 and 2 
emissions are approved by the Science 
Based Targets initiative (SBTi) and are 
consistent with reductions required 

to keep global warming to well below 
2°C. We met these targets one year 
early and will now turn our attention to 
our 2025 Scope 1 and 2 targets. 


Measuring and managing environmental 
performance extends to Cisco’s 

global supply chain operations. Active 
engagement with suppliers is helping us 
make progress toward our goals to have 
suppliers set their own absolute GHG 
emissions reduction targets and reduce 
Cisco’s absolute supply chain-related 
Scope 3 GHG emissions. 


The largest portion of Cisco’s carbon 
footprint is from the operation of our 
products by our customers. Cisco has 

set a goal to improve large rack- mounted 
equipment system power efficiency by 
77% to 87% by fiscal 2022 (fiscal 2016 
baseline). This improvement will help 
reduce our customers’ operating expense 
and Cisco’s carbon footprint. As we have 
done over the course of many years, we 
will continue to invest in key engineering 
initiatives to help drive progress in this area. 


Additionally, Cisco is helping innovators 
and communities around the world explore 
solutions and respond to the consequences 
of a changing climate. In April 2021, the 
Cisco Foundation announced a 10-year, 
$100 million commitment to fund nonprofit 
grants and impact investing in climate 
solutions. This new funding portfolio will 
support strong initiatives to spur community 
engagement and innovative solutions that 


are designed to draw down the carbon 
already in the atmosphere or regenerate 
depleted ecosystems. Also in fiscal 2021, 
we offered the first ever Greenhouse 

Gas Solutions Prize in our annual Cisco 
Global Problem Solver Challenge. 
Through this program, Cisco awards 
cash prizes to early-stage startups using 
technology to address environmental and 
social challenges. 


Circular economy 


Making the world a better place with 
technology begins with how that 
technology is designed, made, used, and 
reused. For decades, the global economy 
has been based on a “take-make-dispose” 
model, where products are manufactured 
from virgin materials, purchased, and 

then discarded. This linear model is not 
sustainable. It depletes scarce natural 
resources, creates too much waste, and 
produces carbon emissions that contribute 
to climate change. 


Cisco has been working and continues 

to work to integrate circular economy 
principles across our business. In addition 
to making our products more energy 
efficient, we are designing them to 
reduce the environmental impacts of their 
manufacture and to better facilitate repair 
and remanufacturing—with the goal to 
maximize reuse of products and materials. 
We continue to make progress on our 
Platform for Accelerating the Circular 
Economy (PACE) Capital Equipment 
Pledge, signed by CEO Chuck Robbins in 
2018, committing to 100% product return 
upon request, at no cost to our customers. 
This builds on almost two decades of 
programs to facilitate product returns for 
reuse and recycling, offer comprehensive 
service and repair, and remanufacture 
used equipment for sale through Cisco 
Refresh. We continue to work to improve 
the customer experience to drive 
increased product returns at end of use, 
and expand business and as-a-service 
models to facilitate return and reuse. 


Cisco’s technology and solutions also 
enable customers to derive value from 

a circular model and achieve their own 
environmental sustainability goals. 

The physical mechanics of the circular 
economy-for example, remanufacturing 
and recirculating products or improving 
infrastructure in cities to minimize 
resource use and waste—are enabled 
by digital technology. Collaborating with 
our Customers and other stakeholders is 
essential to achieving a circular economy. 


FUTURE 


Selected goals 


100% 


of new Cisco products a 


nd 


packaging will incorporate 
circular design principles 


by FY25 


20% 


reduction in use of 
virgin plastics by FY25 
(FY18 base year) 


79% 


reduction in use of foam in 
Cisco product packaging 
by FY25 (FY19 base year) 


70% 


of Cisco component and 
manufacturing suppliers 


by 


spend will achieve a zero- 


waste diversion rate at o 
or more sites by FY25 
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Stakeholder engagement 


At Cisco, we believe that by offering an attractive value proposition to customers and partners, by 
creating diverse and inclusive workplaces and a conscious culture for employees, and by engaging 
regularly with stockholders and communities, we can create and maximize long-term value. The 
following chart presents a summary of our key stakeholder groups and some examples of how we 
engage with them. 


Customers and partners Stockholders 


e Global Customer Advisory Board e Annual Stockholder 


e Cisco Live/Cisco Connect events Meeting 


e Customer satisfaction surveys e Conferences 


e Partner Summit e Roadshows 


e Partner Education Connection e Investor meetings 


Company briefings 
Tech-Talks 


e Online community forums 


Long-term 


value creation 


Communities, 
governments 

and regulators, 
NGOs/nonprofits, 
industry leaders 


Employees 
e Regular “Check-In” company 
meetings 


e Team Space for weekly updates 
to leaders 


e Functional/regional “all-hands” 


meetings e Cisco Foundation 
e Leadership Quarterly and Leader Day e Cisco Networking Academy 
e “We Are Cisco” online community e Industry working groups, 


trade associations, and 


29 Inclusive Communities comprised . 
j p standards bodies 


of 11 employee resource organizations 
and 18 employee networks e World Economic Forum 


e High-tech policy blog 


e Advocacy 
e Social media channels 
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This Annual Report on Form 10-K, including the “Management's Discussion and Analysis of Financial Condition and Results 
of Operations,” contains forward-looking statements regarding future events and our future results that are subject to the safe 
harbors created under the Securities Act of 1933, as amended (the “Securities Act”) and the Securities Exchange Act of 1934, 
as amended (the “Exchange Act”). All statements other than statements of historical facts are statements that could be deemed 
forward-looking statements. These statements are based on current expectations, estimates, forecasts, and projections about 
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statements for any reason. 
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PARTI 
Item 1. Business 


General 


Cisco designs and sells a broad range of technologies that power the Internet. We are integrating our platforms across networking, 
security, collaboration, applications and the cloud. These platforms are designed to help our customers manage more users, 
devices and things connecting to their networks. This will enable us to provide customers with a highly secure, intelligent 
platform for their digital business. 


We conduct our business globally and manage our business by geography. Our business is organized into the following three 
geographic segments: Americas; Europe, Middle East, and Africa (EMEA); and Asia Pacific, Japan, and China (APJC). 


Our products and technologies are grouped into the following categories: Infrastructure Platforms; Applications; Security and 
Other Products. In addition to our product offerings, we provide a broad range of service offerings, including technical support 
services and advanced services. Increasingly, we are delivering our technologies through software and services. Our customers 
include businesses of all sizes, public institutions, governments, and service providers, including large webscale providers. 
These customers often look to us as a strategic partner to help them use information technology (IT) to differentiate themselves 
and drive positive business outcomes. 


At our annual meeting of shareholders held on December 10, 2020, shareholders voted to approve changing our state of 
incorporation from California to Delaware. The reincorporation became effective on January 25, 2021. Our headquarters are in 
San Jose, California. The mailing address of our headquarters is 170 West Tasman Drive, San Jose, California 95134-1706, and 
our telephone number at that location is (408) 526-4000. Our website is www.cisco.com. Through a link on the Investor Relations 
section of our website, we make available the following filings as soon as reasonably practicable after they are electronically filed 
with or furnished to the Securities and Exchange Commission (SEC) at sec.gov: our Annual Report on Form 10-K, Quarterly 
Reports on Form 10-Q, Current Reports on Form 8-K, and any amendments to those reports or other information filed or 
furnished pursuant to Section 13(a) or 15(d) of the Exchange Act. All such filings are available free of charge. The information 
published on our website, or any other website referenced herein, is not incorporated into this report. 


Strategy and Priorities 


As our customers add billions ofnew connections to their enterprises, and as more applications move to a multicloud environment, 
the network becomes even more critical. Our customers are navigating change at an unprecedented pace and our mission is 
to shape the future of the Internet by inspiring new possibilities for them by helping transform their infrastructure, expand 
applications and analytics, address their security needs, and empower their teams. We believe that our customers are looking for 
outcomes that are data-driven and provide meaningful business value through automation, security, and analytics across private, 
hybrid, and multicloud environments. 


We are focusing on four customer priorities: Reimagine Applications, Power of Hybrid Work, Transforming Infrastructure and 
Secure the Enterprise. 


Reimagine Applications 


In our view, over the next several years, customers will be increasingly writing modern software applications that can run on 
any hybrid cloud, and will be adding billions of connections to their environments. Customers will need to be able to build 
applications quickly, deploy them nearly anywhere, monitor experiences, and act in real time. 


We believe we are uniquely positioned to enable successful business outcomes for customers in hybrid and multicloud 
environments. In our view, networks are increasingly critical to business success and we believe our customers will benefit 
from the insights and intelligence that we are making accessible through our highly differentiated platforms. 


We are continuing our commitment to deliver full stack observability from the application to the infrastructure to give our 
customers greater insights that enable faster, better decision making. We are doing this through adding key elements to our 
portfolio, such as: infrastructure optimization with Intersight, network monitoring with technology from our acquisition of 
ThousandEyes, application performance monitoring with AppDynamics, as well as our security innovations. 


Power of Hybrid Work 


Our customers’ communications continue to evolve as we move to a digital, cloud-based world. As our customers’ people are an 
important competitive advantage to them, their teams need effective and simple ways to work better together and to interact with 
their customers to build better relationships and increase collaboration. As an example, we believe our collaboration portfolio, 
which includes our subscription-based Webex conferencing platform, is at the center of our customers’ strategy for enabling 
their teams to be more productive and secure. 


With the future of work being hybrid, we are focused on delivering highly secure collaboration experiences regardless of 
whether workers are physically at home or in the office. During fiscal 2021, we have added a significant number of new features, 
including digital signage, touchless calls, room capacity alerts, and environmental sensors to help enable a safer return to the 
office. We also extended our Webex suite of devices through our new desk camera and desk hub solutions. 


Transforming Infrastructure 


In an increasingly digital and connected world, our customers are looking to modernize and transform their infrastructure. 
Our strategy began with Software-Defined Access (SD-Access) technology, one of our leading enterprise architectures and 
continued with the launch of our Catalyst 9000 series of switches. 


Since the initial launch, we have continued to transform our enterprise access portfolio by bringing together several technologies 
to form the only integrated architecture with built-in simplicity, automation and security at the foundation. This architecture 
is designed to enable our customers to securely connect their users and devices to applications and data over any network, to 
applications and data, no matter where they are. 


We have introduced several innovations that extend our networking capabilities to wireless and enterprise routing products, 
including Software-Defined Wide Area Network (SD-WAN) and Internet of Things (IoT) edge platforms. Our SD-WAN 
solutions are designed to provide direct branch to cloud connectivity, enabling the workforce to access their software-as-a- 
service (SaaS) applications and workloads in an optimized and highly secure manner. We have continued to expand our 
SD-WAN offering, through our Cloud OnRamp integrations with several webscale providers to deliver predictable and highly 
secure application experiences. 


To further our innovation in this area, we are applying the latest technologies, such as machine learning and advanced analytics, 
to operate and enhance network capabilities. These network product offerings are designed to enable customers to detect 
cybersecurity threats, even in encrypted traffic. As such, we have created, in our view, the only network that is designed for 
security while maintaining privacy. 


Our customers are operating in multicloud environments with private, public and hybrid clouds. For the data center, our strategy 
is to deliver multicloud architectures that bring policy and operational consistency, regardless of where applications or data 
reside, by extending our Application Centric Infrastructure (ACI) and our hyperconverged offerings. 


In fiscal 2020, we announced details of our technology strategy for the Internet for the Future aimed at addressing the broad 
adoption of multicloud and application environments. We continue to make significant investments in the development of 
software, silicon and optics — which we believe are the building blocks for the Internet for the Future. 


We introduced Cisco Silicon One, a single unified silicon architecture, as well as the Cisco 8000 carrier-class router family 
built on Cisco Silicon One and our operating system, Cisco IOS XR7. We have also expanded our Cisco Silicon One platform 
from a routing focused solution to one which addresses the webscale switching market. We also launched a new routed optical 
networking solution integrating our routers and pluggable optics from our recent acquisition of Acacia, which further helps to 
deliver cost savings to our customers. 


Secure the Enterprise 


With the rapid growth in modern applications, more distributed work environments, and increasing cyber-attacks, we believe 
every organization requires new or enhanced security architectures. Our security strategy is focused on delivering a simple 
and effective cyber-security architecture combining network, cloud and endpoint-based solutions that recognizes the critical 
importance of data privacy. 


Our comprehensive security portfolio offers simplified protection for any workload on any cloud while minimizing the attack surface 
and automating security policies across an organization’s hybrid cloud footprint. This extends to our secure access service edge 
(SASE) framework and Zero Trust architecture, where we have developed a cloud-delivered stack across Umbrella, a secure Internet 
gateway, Meraki, SD-WAN, and Viptela. We are also delivering unified detection and response capabilities built on Cisco SecureX, 
our new cloud-native platform, which is a built-in platform that connects our Cisco Secure portfolio and our customers’ infrastructure. 


Our strategy is to help our customers connect, secure, and automate in order to accelerate their digital agility in a cloud-first 
world. To execute on our strategy and address our customer priorities, we are focusing on the following six strategic pillars: 


° Secure, Agile Networks — Build networking solutions with built-in simplicity, security, agility and automation that 
can be consumed as-a-service. 


° Optimized Application Experiences — Enabling greater speed, agility and scale of cloud-native applications. 
° Hybrid Work — Deliver highly secure access, a safer workplace and collaboration experiences for the hybrid workforce. 


° Internet for the Future — Transform connectivity by efficiently meeting the ever-growing demand for low-latency 
and higher speeds. 


° End-to-End Security — Build simple, integrated, and high efficacy end-to-end security solutions, delivered on- 
premise or in the cloud. 


° Capabilities at the Edge — Develop new capabilities for a distributed world while enhancing the developer experience 
and extending enterprise and carrier networks. 


We are also accelerating our efforts to enable the delivery of network functionality as a service as our customers increasingly 
want to consume our technologies in flexible ways. We have made the initial step with our new as-a-service portfolio, Cisco Plus, 
and our first offer, Cisco Plus hybrid cloud, which combines our data center compute, networking and storage portfolio. Cisco 
Plus includes our plans to deliver networking-as-a-service, which is designed to unify networking, security and observability 
across access, wide area network (WAN), and cloud domains. 


Transforming our Business Model 


We are transforming our offerings to meet the evolving needs of our customers. Historically, our various networking technology 
products have aligned with their respective product categories. However, increasingly our offerings are crossing multiple product 
categories. As our core networking offerings evolve, we expect we will add more common software features across our core 
networking platforms. We are increasing the amount of software offerings that we provide and the proportion of subscription 
software offerings. We have various software offerings that fall into the broad categories of subscription arrangements, including 
SaaS and term licenses, and perpetual licenses. 


As part of the transformation of our business, we continued to make strides during fiscal 2021 to develop and sell more software and 
subscription-based offerings. We are also focused on the entire customer lifecycle to drive expansion and renewals. We will continue 
to invest in network-as-a-service offerings to provide our customers with flexibility in how they want to utilize our technologies. 


For a discussion of the risks associated with our strategy, see “Item 1A. Risk Factors,” including the risk factor entitled “We depend 
upon the development of new products and services, and enhancements to existing products and services, and if we fail to predict 
and respond to emerging technological trends and customers’ changing needs, our operating results and market share may suffer.” 
For information regarding sales of our major products and services, see Note 19 to the Consolidated Financial Statements. 


Products and Services 


Our products and services are grouped into the following categories: 


Infrastructure Platforms 


Infrastructure Platforms consist of our core networking technologies of switching, routing, wireless, and data center products that 
are designed to work together to deliver networking capabilities and transport and/or store data. These technologies consist of 
both hardware and software offerings that help our customers build networks, automate, orchestrate, integrate, and digitize data. 
We believe it is critical for us to continue to deliver continuous value to our customers. We continued to make progress in shifting 
more of our business to software and subscriptions across our core networking portfolio, and in expanding our software offerings. 
Our objective is to continue moving to cloud-managed solutions across our enterprise networking portfolio. We started with our 
Nexus 9000 series of switches for the data center, which along with ACI, provide enhancements in security, programmability and 
performance while lowering operating costs. Our Cisco Catalyst 9000 series of switches were developed for security, mobility, IoT, 
and the cloud. These switches formed the foundation for our leading enterprise architectures, built on the principles of Cisco DNA. 
We continued to expand on this technology by extending SD-Access and Cisco DNA Center across our enterprise networking 
portfolio and by extending ACI to the public and private cloud. In addition, we now have a unified operating system and policy 
management platform for our enterprise networking portfolio to drive simplicity and consistency across our customers’ networks. 


Our Switching portfolio encompasses campus switching as well as data center switching offerings. Our campus switching offerings 
provide the foundation for converged data, voice, video, and IoT services. These switches offer enhanced security and reliability and 
are designed to scale efficiently as our customers grow. Within campus switching are our Catalyst 9000 series of switches that include 
hardware with embedded software, along with a software subscription referred to as Cisco DNA. Cisco DNA provides automation, 
analytics and security features and can be centrally monitored, managed, and configured. With the expansion of WiFi-6, we have 
expanded our portfolio to include multigigabit technology in our switches in order to manage higher bandwidth and manage network 
speed. Our data center switching offerings provide the foundation for mission critical data centers with high availability, scalability, 
and security across traditional data centers and private and public cloud data centers. We continue to add deeper and broader visibility 
and analytics across our networks and applications, enabling us to deliver better experiences for our customers. We are also expanding 
our Nexus 9000 portfolio with 400G speed capability in order to support growing bandwidth demands for our customers. 


Our Routing portfolio interconnects public and private wireline and mobile networks, delivering highly secure and reliable 
connectivity to campus, data center and branch networks. Our routing solutions are designed to meet the scale, reliability, and 
security needs of our customers. We introduced the principles of Cisco DNA into our routing portfolio by integrating SD-WAN 
into our offerings. We recently launched the Cisco 8000 portfolio, a family of high density, low power next generation routing 
platforms focused on our customers’ evolution to support 100G and 400G connectivity speeds. 


Our Wireless portfolio provides indoor and outdoor wireless coverage designed for seamless roaming use of voice, video, 
and data applications. These products include wireless access points that are standalone, controller appliance-based, switch- 
converged, and Meraki cloud-managed offerings. Our Cisco DNA and Cisco DNA Spaces location-based services provide 
network assurance and automation for our customers’ wireless networks. Our Catalyst and Meraki WiFi-6 based access 
points are designed for high-density public or private environments to improve speed, performance, and capacity for wireless 
networking in both homes and enterprises. 


Our Data Center portfolio incorporates various technologies and solutions including the Cisco Unified Computing System, 
HyperFlex, our hyperconverged offering, and software management capabilities, which combine computing, networking, and 
storage infrastructure management and virtualization to deliver agility, simplicity, and scale. These products are designed to 
extend the power and simplicity of unified computing for data-intensive workloads, applications at the edge of the network, and 
the next generation of distributed application architectures. 


Applications 


The Applications product category consists primarily of software-related offerings that utilize the core networking and data 
center platforms to provide their functions. Our Applications portfolio includes our collaboration products as well as our 
Applications Monitoring and IoT software offerings. Our offerings within the Applications portfolio are primarily delivered as 
software-as-a-service, but also includes perpetual software licenses as well as hardware offerings. 


Our Collaboration strategy is to power hybrid work by reimagining employee and customer experiences to be more inclusive and 
engaging by providing technology that enables distributed teams to collaborate effortlessly. We offer end-to-end collaboration 
solutions that can be delivered from the cloud, on-premise or within hybrid cloud environments allowing customers to transition 
their collaboration solutions from on-premise to the cloud. These Webex solutions can be purchased on a stand-alone basis or 
as part of the Webex Suite that integrates voice, video, messaging, calling, polling, and event solutions enabled across a wide 
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range of devices and endpoints such as mobile phones, tablets, desktop and laptop computers, video units, and collaboration 
appliances. Artificial intelligence (AI) and machine learning capabilities are embedded across the Webex portfolio, providing 
collaboration experiences that integrate people insights, relationship and audio intelligence to help improve productivity. 


Our Webex Cloud Contact Center solution, combined with the products from our recent IMImobile acquisition, creates a customer 
experience as-a-service offering (CXaaS), which leverages technology, including AI, experience management, collaboration 
tools, omnichannel capabilities, and programmability, for customization. 


Our Webex devices portfolio has also been expanded to include comprehensive remote work devices with purpose-built software 
that embeds AI to help provide smart hybrid workplace experiences, that are both touch free and personalized, assisting with 
safer returns to the office. 


Our analytics solutions seek to help businesses deliver consistently high-quality digital experiences by connecting end-user 
experience and application performance to business outcomes. Our analytics applications monitor, correlate, analyze, and act 
on application performance and business performance data in real time. This automated, cross-stack intelligence helps to enable 
developers, IT operations, and business owners to make mission critical and strategic improvements. 


We continue to invest in IoT as we expect the number of connected IoT devices to continue to grow. Our Cisco IoT Control 
Center helps to enable enterprises to automate the lifecycle of connected devices, including tools designed to automatically and 
remotely onboard, manage, and monetize their IoT devices. 


Security 


The Security product category primarily includes our network security, cloud and email security, identity and access 
management, advanced threat protection, and unified threat management products. Leveraging the built-in Cisco SecureX 
platform, we provide interoperability with customers’ security infrastructure, including third-party technologies. This results in 
unified visibility, automation and stronger defenses. 


Security continues to be a leading priority for our customers, regardless of size or industry. At the core of our strategy is 
addressing their number one concern: the complexity of security. We have built SecureX into our Security products to help 
our customers connect our integrated security portfolio and existing security infrastructure to provide simplicity, visibility, 
and efficiency. We have also delivered Zero Trust for the workforce, workplace and workloads to help address the security 
challenges associated with the transition to cloud and remote work. 


In fiscal 2021, we continued to invest and innovate in solutions that enable an increasingly hybrid workforce, support our 
customers’ transition to the cloud and help mitigate attackers’ evolving threats and methods. We enhanced our offerings in 
SASE by expanding our SASE architecture while simplifying the offering for customers, combining network and security 
functionality in a single, cloud-native service to help secure access wherever users and applications reside. We continued to 
enhance our comprehensive zero trust framework, introducing passwordless authentication by Duo Security. 


Other Products 


Our Other Products category primarily consists of our emerging technologies products. 


Services 


In addition to our product offerings, we provide a broad range of service and support options for our customers. Our overall 
service and support offerings are combined into one organization, Customer Experience, that is responsible for the end-to-end 
customer experience. 


Our support and maintenance services help our customers ensure their products operate efficiently, remain available, and benefit 
from the most up-to-date system and application software. These services help customers protect their network investments, 
manage risk, and minimize downtime for systems running mission-critical applications. A key example is Cisco Smart Services, 
which leverages the intelligence from the installed base of our products and customer connections to protect and optimize 
network investments for our customers and partners. We have expanded these offerings from traditional hardware support to 
include software, solutions, and premium support. 


We also provide comprehensive advisory services that are focused on responsive, preventive, and consultative support of our 
technologies for specific networking needs. We are investing in and expanding advisory services in the areas of software, 
cloud, security, and analytics, which reflects our strategy of selling customer outcomes. We are focused on three priorities: 
utilizing technology advisory services to drive higher product and services; assessment and migration services providing the 
tools, expertise and methodologies to enable our customers to migrate to new technology platforms; and providing optimization 
services aligned with customers’ business expectations. 


Customers and Markets 


Many factors influence the IT, collaboration, and networking requirements of our customers. These include the size of the 
organization, number and types of technology systems, geographic location, and business applications deployed throughout the 
customer’s network. Our customer base is not limited to any specific industry, geography, or market segment. In each of the past 
three fiscal years, no single customer accounted for 10% or more of revenue. Our customers primarily operate in the following 
markets: enterprise, commercial, service provider, and public sector. 


Enterprise 


Enterprise businesses are large regional, national, or global organizations with multiple locations or branch offices and typically 
employ 1,000 or more employees. Many enterprise businesses have unique IT, collaboration, and networking needs within a 
multivendor environment. We offer service and support packages, financing, and managed network services, primarily through 
our service provider partners. We sell these products through a network of third-party application and technology vendors and 
channel partners, as well as selling directly to these customers. 


Commercial 


Within the commercial market, we define large businesses as organizations which typically have fewer than 1,000 employees. 
We sell to the larger, or midmarket, customers within the commercial market through a combination of our direct sales force 
and channel partners. These customers typically require the latest advanced technologies that our enterprise customers demand, 
but with less complexity. Small businesses, or organizations with fewer than 100 employees, require information technologies 
and communications products that are easy to configure, install, and maintain. We sell to these smaller organizations within the 
commercial market primarily through channel partners. 


Service Providers 


Service providers offer data, voice, video, and mobile/wireless services to businesses, governments, utilities, and consumers 
worldwide. The service provider market includes regional, national, and international wireline carriers, webscale operators 
as well as Internet, cable, and wireless providers. We also include media, broadcast, and content providers within our service 
provider market, as the lines in the telecommunications industry continue to blur between traditional network-based, content- 
based and application-based services. Service providers use a variety of our products and services for their own networks. 
In addition, many service providers use Cisco data center, virtualization, and collaboration technologies to offer managed or 
Internet-based services to their business customers. Compared with other customers, service providers are more likely to require 
network design, deployment, and support services because of the greater scale and higher complexity of their networks, whose 
requirements are addressed, we believe, by our architectural approach. 


Public Sector 


The public sector market includes federal, state and local governments, as well as educational institution customers. Many public 
sector customers have unique IT, collaboration, and networking needs within a multi-vendor environment. We sell to public sector 
customers through a network of third-party application and technology vendors, channel partners, as well as through direct sales. 


Sales Overview 


As of the end of fiscal 2021, our worldwide sales and marketing functions consisted of approximately 25,000 employees, including 
managers, sales representatives, and technical support personnel. We have field sales offices in approximately 90 countries, and 
we sell our products and services both directly and through a variety of channels with support from our salesforce. A substantial 
portion of our products and services is sold through channel partners, and the remainder is sold through direct sales. Channel 
partners include systems integrators, service providers, other resellers, and distributors. 


Systems integrators and service providers typically sell directly to end users and often provide system installation, technical 
support, professional services, and other support services in addition to network equipment sales. Systems integrators also 
typically integrate our products into an overall solution. Some service providers are also systems integrators. 


Distributors may hold inventory and sell to systems integrators, service providers, and other resellers. We refer to sales through 
distributors as our two-tier system of sales to the end customer. Revenue from two-tier distributors is recognized based on a 
sell-in method. These distributors may be given business terms that allow them to return a limited portion of inventory, receive 
credits for changes in selling prices, receive certain rebates, and participate in various cooperative marketing programs. 


For information regarding risks related to our sales channels, see “Item 1A. Risk Factors,” including the risk factors entitled 
“Disruption of or changes in our distribution model could harm our sales and margins” and “Inventory management relating to 
our sales to our two-tier distribution channel is complex, and excess inventory may harm our gross margins.” 
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For information regarding risks relating to our international operations, see “Item 1A. Risk Factors,” including the risk factors 
entitled “Our operating results may be adversely affected by unfavorable economic and market conditions and the uncertain 
geopolitical environment;” “Entrance into new or developing markets exposes us to additional competition and will likely 
increase demands on our service and support operations;” “Due to the global nature of our operations, political or economic 
changes or other factors in a specific country or region could harm our operating results and financial condition;” “We are 
exposed to fluctuations in currency exchange rates that could negatively impact our financial results and cash flows;” and 
“Cyber-attacks, data breaches or malware may disrupt our operations, harm our operating results and financial condition, 
and damage our reputation or otherwise materially harm our business; and cyber-attacks or data breaches on our customers’ 
networks, or in cloud-based services provided by or enabled by us, could result in claims of liability against us, damage our 
reputation or otherwise materially harm our business,” among others. 


Our service offerings complement our products through a range of consulting, technical, project, quality, and software 
maintenance services, including 24-hour online and telephone support through technical assistance centers. 


Financing Arrangements 


We provide financing arrangements for certain qualified customers to build, maintain, and upgrade their networks. We believe 
customer financing is a competitive advantage in obtaining business, particularly for those customers involved in significant 
infrastructure projects. Our financing arrangements include the following: 


Leases: 

° Sales-type 

° Direct financing 

° Operating 
Loans 
Financed service contracts 
Channels financing arrangements 
End-user financing arrangements 


Acquisitions, Investments, and Alliances 


The markets in which we compete require a wide variety of technologies, products, and capabilities. Our growth strategy is 
based on the components of innovation, which we sometimes refer to as “build, buy, partner, invest, and co-develop.” This five- 
prong approach to how we innovate can be summarized as follows: 


Build Working within Cisco, with the developer community, or with customers 

Buy Acquiring or divesting, depending on goals 

Partner Strategically partnering to further build out the business 

Invest Making investments in areas where technology is in its infancy or where there is no dominant technology 


Co-develop Developing new solutions with multi-party teams that may include customers, channel partners, startups, 
independent software vendors, and academics 


Acquisitions 


We have acquired many companies, and we expect to make future acquisitions. Mergers and acquisitions of high-technology 
companies are inherently risky, especially if the acquired company has yet to generate revenue. No assurance can be given 
that our previous or future acquisitions will be successful or will not materially adversely affect our financial condition or 
operating results. Prior acquisitions have resulted in a wide range of outcomes, from successful introduction of new products and 
technologies to an inability to do so. The risks associated with acquisitions are more fully discussed in “Item 1A. Risk Factors,” 
including the risk factor entitled “We have made and expect to continue to make acquisitions that could disrupt our operations 
and harm our operating results.” 


Investments in Privately Held Companies 


We make investments in privately held companies that develop technology or provide services that are complementary to our 
products or that provide strategic value. The risks associated with these investments are more fully discussed in “Item 1A. Risk 
Factors,” including the risk factor entitled “We are exposed to fluctuations in the market values of our portfolio investments and 
in interest rates; impairment of our investments could harm our earnings.” 


Strategic Alliances 


We pursue strategic alliances with other companies in areas where collaboration can produce industry advancement and accelerate 
new markets. The objectives and goals of a strategic alliance can include one or more of the following: technology exchange, 
product development, joint sales and marketing, or new market creation. Companies with which we have added or expanded 
strategic alliances during fiscal 2021 and in recent years include Apple Inc., Equinix Inc., Google LLC, International Business 
Machines Corporation, Microsoft Corporation, Samsung Electronics Co., Ltd., and Amazon Web Services LLC, among others. 


Companies with which we have strategic alliances in some areas may be competitors in other areas, and in our view this trend 
may increase. The risks associated with our strategic alliances are more fully discussed in “Item 1A. Risk Factors,” including 
the risk factor entitled “If we do not successfully manage our strategic alliances, we may not realize the expected benefits from 
such alliances and we may experience increased competition or delays in product development.” 


Competition 


We compete in the networking and communications equipment markets, providing products and services designed to transport, 
and help secure data, voice, and video traffic across cloud, private and public networks and the Internet. These market factors 
represent a competitive threat to us. We compete with numerous vendors in each product category. The overall number of our 
competitors providing niche product solutions may increase. Also, the identity and composition of competitors may change as 
we increase our activity in newer product areas, and in key priority and growth areas. As we continue to expand globally, we 
may see new competition in different geographic regions. In particular, we have experienced price-focused competition from 
competitors in Asia, especially from China, and we anticipate this will continue. 


Our competitors (in each case relative to only some of our products or services) include: Amazon Web Services LLC; Arista 
Networks, Inc.; Broadcom Inc.; CommScope Holding Company, Inc.; Check Point Software Technologies Ltd.; CrowdStrike 
Holdings, Inc.; Dell Technologies Inc.; Dynatrace Inc.; F5 Networks, Inc.; FireEye, Inc.; Fortinet, Inc.; Hewlett-Packard 
Enterprise Company; Huawei Technologies Co., Ltd.; Juniper Networks, Inc.; Lenovo Group Limited; LogMeIn, Inc.; Microsoft 
Corporation; New Relic, Inc.; Nokia Corporation; Nutanix, Inc.; Palo Alto Networks, Inc.; RingCentral, Inc.; Ubiquiti Inc.; 
VMware, Inc.; Zoom Video Communications, Inc.; and Zscaler, Inc.; among others. 


Some of our competitors compete across many of our product lines, while others are primarily focused in a specific product 
area. Barriers to entry are relatively low, and new ventures to create products that do or could compete with our products 
are regularly formed. In addition, some of our competitors may have greater resources, including technical and engineering 
resources, than we do. As we expand into new markets, we will face competition not only from our existing competitors but also 
from other competitors, including existing companies with strong technological, marketing, and sales positions in those markets. 
We also sometimes face competition from resellers and distributors of our products. Companies with which we have strategic 
alliances in some areas may be competitors in other areas, and this trend may increase. For example, the enterprise data center 
is undergoing a fundamental transformation arising from the convergence of technologies, including computing, networking, 
storage, and software, that previously were segregated. Due to several factors, including the availability of highly scalable and 
general purpose microprocessors, application-specific integrated circuits (ASICs) offering advanced services, standards-based 
protocols, cloud computing and virtualization, the convergence of technologies within the enterprise data center is spanning 
multiple, previously independent, technology segments. Also, some of our current and potential competitors for enterprise data 
center business have made acquisitions, or announced new strategic alliances, designed to position them to provide end-to-end 
technology solutions for the enterprise data center. As a result of all of these developments, we face greater competition in the 
development and sale of enterprise data center technologies, including competition from entities that are among our long-term 
strategic alliance partners. Companies that are strategic alliance partners in some areas of our business may acquire or form 
alliances with our competitors, thereby reducing their business with us. 


The principal competitive factors in the markets in which we presently compete and may compete in the future include the 
ability to sell successful business outcomes; the ability to provide a broad range of networking and communications products 
and services; product performance; price; the ability to introduce new products, including providing continuous new customer 
value and products with price-performance advantages; the ability to reduce production costs; the ability to provide value- 
added features such as security, reliability, and investment protection; conformance to standards; market presence; the ability to 
provide financing; and disruptive technology shifts and new business models. 


We also face competition from customers to which we license or supply technology and suppliers from which we transfer 
technology. The inherent nature of networking requires interoperability. As such, we must cooperate and, at the same time, 
compete with many companies. Any inability to effectively manage these complicated relationships with customers, suppliers, 
and strategic alliance partners could have a material adverse effect on our business, operating results, and financial condition 
and accordingly affect our chances of success. 


Research and Development 


We regularly introduce new products and features to address the requirements of our markets. We allocate our research and 
development budget among our product categories, which consist of Infrastructure Platforms, Applications, Security, and Other 
Product technologies. Our research and development expenditures are applied generally to all product areas, with specific 
areas of focus being identified from time to time. Recent areas of increased focus include our networking technologies (which 
encompasses switching, routing, and wireless technologies within Infrastructure Platforms), conferencing, security, and 
analytics products. Our expenditures for research and development costs were expensed as incurred. 


The industry in which we compete is subject to rapid technological developments, evolving standards, changes in customer 
requirements, and new product introductions and enhancements. As a result, our success depends, in part, on our ability, on 
a cost-effective and timely basis, to continue to enhance our existing products and to develop and introduce new products 
that improve performance and reduce total cost of ownership. To achieve these objectives, our management and engineering 
personnel work with customers to identify and respond to customer needs, as well as with other innovators of Internet networking 
products, including universities, laboratories, and corporations. We also expect to continue to make acquisitions and strategic 
investments, where appropriate, to provide us with access to new technologies. Nonetheless, there can be no assurance that we 
will be able to successfully develop products to address new customer requirements and technological changes or that those 
products will achieve market acceptance. 


Manufacturing 


We rely on contract manufacturers for our manufacturing needs. We presently use a variety of independent third-party companies 
to provide services related to printed-circuit board assembly, in-circuit test, product repair, and product assembly. Proprietary 
software in electronically programmable memory chips is used to configure products that meet customer requirements and to 
maintain quality control and security. The manufacturing process enables us to configure the hardware and software in unique 
combinations to meet a wide variety of individual customer requirements. The manufacturing process also uses automated 
testing equipment and burn-in procedures, as well as comprehensive inspection, testing, and statistical process controls, which 
are designed to help ensure the quality and reliability of our products. The manufacturing processes and procedures are generally 
certified to International Organization for Standardization 9001 standards. 


Our arrangements with contract manufacturers generally provide for quality, cost, and delivery requirements, as well as 
manufacturing process terms, such as continuity of supply; inventory management; flexibility regarding capacity, quality, and 
cost management; oversight of manufacturing; and conditions for use of our intellectual property. We have not entered into any 
significant long-term contracts with any manufacturing service provider. We generally have the option to renew arrangements 
on an as-needed basis. These arrangements generally do not commit us to purchase any particular amount or any quantities 
beyond amounts covered by orders or forecasts that we submit covering discrete periods of time. 


Patents, Intellectual Property, and Licensing 


We seek to establish and maintain our proprietary rights in our technology and products through the use of patents, copyrights, 
trademarks, and trade secret laws. We have a program to file applications for and obtain patents, copyrights, and trademarks 
in the United States and in selected foreign countries where we believe filing for such protection is appropriate. We also 
seek to maintain our trade secrets and confidential information by nondisclosure policies and through the use of appropriate 
confidentiality agreements. We have obtained a substantial number of patents and trademarks in the United States and in other 
countries. There can be no assurance, however, that the rights obtained can be successfully enforced against infringing products 
in every jurisdiction. Although we believe the protection afforded by our patents, copyrights, trademarks, and trade secrets has 
value, the rapidly changing technology in the networking industry and uncertainties in the legal process make our future success 
dependent primarily on the innovative skills, technological expertise, and management abilities of our employees rather than on 
the protection afforded by patent, copyright, trademark, and trade secret laws. 


Many of our products are designed to include software or other intellectual property licensed from third parties. While it may 
be necessary in the future to seek or renew licenses relating to various aspects of our products, we believe, based upon past 
experience and standard industry practice, that such licenses generally could be obtained on commercially reasonable terms. 
Nonetheless, there can be no assurance that the necessary licenses would be available on acceptable terms, if at all. Our inability 
to obtain certain licenses or other rights or to obtain such licenses or rights on favorable terms, or the need to engage in litigation 
regarding these matters, could have a material adverse effect on our business, operating results, and financial condition. 
Moreover, inclusion in our products of software or other intellectual property licensed from third parties on a nonexclusive basis 
can limit our ability to protect our proprietary rights in our products. 


The industry in which we compete is characterized by rapidly changing technology, a large number of patents, and frequent 
claims and related litigation regarding patent and other intellectual property rights. There can be no assurance that our patents 
and other proprietary rights will not be challenged, invalidated, or circumvented; that others will not assert intellectual property 
rights to technologies that are relevant to us; or that our rights will give us a competitive advantage. In addition, the laws of some 
foreign countries may not protect our proprietary rights to the same extent as the laws of the United States. The risks associated 
with patents and intellectual property are more fully discussed in “Item 1A. Risk Factors,” including the risk factors entitled 
“Our proprietary rights may prove difficult to enforce,” “We may be found to infringe on intellectual property rights of others,” 
and “We rely on the availability of third-party licenses.” 


Environmental Sustainability 


Sustainability and protecting the environment are both top priorities for Cisco. We have set long-term goals to address the 
environmental impacts from our products and business operations. 


We strive to reduce the impacts of our operations and supply chain, help our customers decrease greenhouse gas (GHG) 
emissions, and support our communities experiencing direct effects of a changing climate by, among others: 


° Continuing to invest in renewable energy, including investments in solar and wind energy; 


° Designing our products and packaging for reuse, repair, recycling, and resource efficiency and managing our 
equipment for multiple lifecycles; 


° Enhancing our Webex and other remote collaboration tools; 
° Investing in projects to improve the efficiency of our offices, labs, and data centers worldwide; 


° Working with our component suppliers, manufacturing partners, and logistic providers to reduce emissions and set 
targets for absolute GHG emissions reductions; 


e Helping our employees to engage with events and opportunities to raise awareness and create a sense of community 
around sustainability; and 


° Providing critical connectivity in the aftermath of natural disasters. 
Talent and Culture 


At Cisco, we value our people, our technology, and changing the world for the better with a focus on creating a more inclusive 
future. Our goal is to attract, retain, and develop talent in order to help our customers connect, secure and automate to accelerate 
their digital agility in a cloud-first world. Our relationship with our employees is one of mutual benefit, our employees bring 
talent and ingenuity to everything we do. In turn, we provide employees meaningful careers and development opportunities. 
As a testament to this, Cisco has been named as the number one place to work on the “World’s Best Workplaces List” by Great 
Places to Work and Fortune Magazine for 2019 and 2020. 


As of July 31, 2021, we had approximately 79,500 full-time employees and they are categorized as follows: 


Employee by Line Items on Consolidated Statement of 


Employees by Geography Operations 
General 
ae Poe Cost 
administrative of 
8.9% ‘es sales 
30.1% 
United States Sales 
Rest of World Sf 47.9% and Research 
0, 
52.1% marketing and 
31.4% development 
29.6% 


We have a responsibility to support our employees through times of change and enable them to be their best. We do this by 
fostering a Conscious Culture. Living a Conscious Culture requires us to act with dignity, respect, fairness, and equity in each 
of our interactions with one another, building a culture that allows us to become a catalyst for social change. By intentionally 
creating and cultivating an inclusive work environment where employees can thrive, we believe Cisco is helping to bring about 
a better world. 
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Inclusion & Diversity 


Inclusion and diversity are core components in our Conscious Culture. Inclusivity is our strength and our priority. We want every 
employee to feel valued, respected, and heard. We are prioritizing inclusion and diversity across the company, recognizing that 
connecting people of all experiences and backgrounds allows us to innovate and collaborate. In order to continue accelerating 
diversity and finding extraordinary talent, we have designed a framework that includes: introducing new tools and technologies 
to help accurately map the talent market, creating job roles that attract highly qualified diverse candidates, and expanding the 
diversity within our interview panels. 


We currently have a total of 29 Inclusive Communities comprised of 11 Employee Resource Organizations and 18 Employee 
Networks supporting full-spectrum diversity globally, including gender, ethnicity, race, orientation, age, ability, veteran status, 
religion, culture, background, as well as varied experiences, strengths, and perspectives. These thriving communities continue 
to be a source of strength and support for employees, and they help to foster a more conscious culture by providing opportunities 
for proximity and learning. 


Cisco has signed the CEO Action for Diversity and Inclusion Pledge. The CEO Action for Diversity & Inclusion Pledge is a CEO- 
driven business commitment to drive measurable action and meaningful change in advancing diversity, equity and inclusion in 
the workplace. We are delivering on this pledge by accelerating full-spectrum diversity — including gender, age, race, ethnicity, 
orientation, ability, nationality, religion, veteran status, background, culture, experience, strengths and perspectives. At Cisco, it 
starts at the top: 46% of our Executive Leadership Team (ELT) are women and 54% are diverse in terms of gender or ethnicity. 


We publish certain gender diversity and ethnic diversity workforce data annually. Across our global company, we have driven 
broad improvements in overall workforce diversity. Based on our annual fiscal 2020 data, our global employee base was 27% 
female and 73% male, and our U.S. employee base was comprised of the following ethnicities: 51.8% White/Caucasian, 36.5% 
Asian, 5.8% Hispanic/Latino, 4.1% African American/Black, 1.4% two or more races (Not Hispanic or Latino), and 0.4% 
additional groups (including American Indian, Alaska Native, Native Hawaiian or Other Pacific Islander). 


With respect to social justice, Cisco is taking a stand and partnering across the globe to multiply our positive impact throughout 
our communities. In September 2020, we announced our Social Justice Beliefs & Actions, which is our blueprint for how Cisco 
will show up when we see inequality and injustice in the world. 


This work is part of a plan for Cisco to drive transformational, generational impact for vulnerable communities. Our Inclusive 
Future Action Office helps drive progress and excellence in our strategic actions in this area, which are designed to address the 
broader ecosystem including our employees, partners, customers and suppliers. 


At present, our Inclusive Future Action Office is focused on driving impacts through our strategic actions in the African 
American/Black community, but these actions will be the blueprint for how we help address inequity in communities around 
the world in the future. We are creating actions that can be replicated and scaled and are designed to cover the full spectrum of 
diversity, inclusive of gender, generation, race, ethnicity, orientation, ability, nationality and background - the foundation of our 
Conscious Culture. 


Compensation and Benefits 


Our total compensation philosophy is designed to attract, reward & retain talent. It provides market competitive, performance- 
based compensation aligned with each employee’s contribution and impact to the value we drive to our customers, partners and 
stockholders. We reward and recognize our employees for effecting innovation, collaboration, profitability, and growth within 
our geographies, product lines, and functions. 


Cisco has always been committed to compensating our employees fairly and equitably. We are a founding signer of the White 
House Equal Pay Pledge and the Parity.org pledge, and we are leading the charge to make fair pay a reality for all employees 
through the Employers for Pay Equity Consortium. We have also introduced an innovative and inclusive framework that provides 
us powerful analytics to evaluate our complex compensation system. For example, by using these powerful analytics, we are 
able to test for pay parity on a regular basis, and when gaps are found, we strive to correct them. 


Health & Well-being 


We have an ongoing commitment to focus on the health, safety, and well-being of our employees. We provide our employees and 
their families high-quality, flexible and convenient benefits and resources for their physical, mental, and financial well-being. 
Since the start of the COVID-19 pandemic, employees have continually had to focus on how to balance careers and personal 
lives, all while managing their own physical, emotional, and financial health. During fiscal 2021, most of our global workforce 
was working from home. In addition, we are moving towards a hybrid work model, giving our employees the flexibility to work 
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offsite or onsite Cisco locations. We developed a COVID-19 response and recovery strategy with a focus on both physical and 
mental health, recognizing the need to create an environment where employees can speak openly about mental health. In fiscal 
2021, we continued to offer employees “A Day for Me,” which were paid days off that allowed for each individual to recharge 
and rest. 


Employee Development 


We believe in open-ended, self-directed learning, understanding that each individual knows what skills and resources they need 
to succeed. We encourage employees to explore job roles outside of their daily work and encourage everyone to harness their 
strengths and improve the way we all work. Employees choose their own path and we support that choice by providing them 
tools and resources to help them achieve their career goals. 


Employee Engagement 


We believe that strong communication is key in our Conscious Culture. This communication includes regular, virtual all hands, 
which we refer to as a “Cisco Check-In,” and weekly team leader check-ins, which we refer to as a “Team Space Check-In.” Our 
regular virtual Cisco Check-Ins were initially launched with a focus on sharing medical information at the start of the COVID-19 
pandemic. The Cisco Check-Ins have since evolved into a forum where we can discuss much more with our employees, from 
business updates to social justice to physical and mental health. 


In fiscal 2021, we have seen high level of employee engagement. For example, there were approximately 2 million Team Space 
Check-Ins by our employees in fiscal 2021, reflecting 85% of employees submitting Team Space Check-Ins. Employees also 
participate in our global Engagement Pulse Survey and the Real Deal Survey. These surveys allow our employees to provide 
confidential feedback on our culture, company strategy and trust in their direct leaders. 


CSR Impact Report 


Additional information regarding Cisco’s activities related to its people and Corporate Social Responsibility (CSR), as well as 
our workforce diversity data, can be found in our CSR Impact Report and related supplemental information, which are located 
on our ESG Reporting Hub at https://www.cisco.com/c/m/en_us/about/csr/esg-hub.htm]. The contents of our CSR Impact Report 
and related supplemental information are not incorporated by reference into this Annual Report on Form 10-K or in any other 
report or document we file with the SEC. 


Information about our Executive Officers 


The following table shows the name, age, and position as of August 31, 2021 of each of our executive officers: 


Name Age Position with the Company 
Charles H. Robbins............ 55 Chair and Chief Executive Officer 
Gerri Elliott -seare wea need 65 Executive Vice President and Chief Customer and Partner Officer 
R. Scott Herren............... 59 Executive Vice President and Chief Financial Officer 
Maria Martinez............... 63 Executive Vice President and Chief Operating Officer 
Deborah L. Stahlkopf.......... 51 Executive Vice President and Chief Legal Officer 


Mr. Robbins serves as our Chief Executive Officer since July 2015, as a member of the Board of Directors since May 2015, and 
as Chair of the Board since December 2017. Mr. Robbins joined Cisco in December 1997, from which time until March 2002 
he held a number of managerial positions within Cisco’s sales organization. Mr. Robbins was promoted to Vice President in 
March 2002, assuming leadership of Cisco’s U.S. channel sales organization. Additionally, in July 2005, Mr. Robbins assumed 
leadership of Cisco’s Canada channel sales organization. In December 2007, Mr. Robbins was promoted to Senior Vice President, 
U.S. Commercial, and, in August 2009 he was appointed Senior Vice President, U.S. Enterprise, Commercial and Canada. In 
July 2011, Mr. Robbins was named Senior Vice President, Americas. In October 2012, Mr. Robbins was promoted to Senior 
Vice President, Worldwide Field Operations, in which position he served until assuming the role of Chief Executive Officer. 
Mr. Robbins is also a member of the board of directors of BlackRock, Inc (since 2017). 


Ms. Elliott joined Cisco in April 2018 and serves as our Executive Vice President and Chief Customer and Partner Officer. 
Ms. Elliott is a former Executive Vice President of Juniper Networks, Inc. (“Juniper”), where she served as Executive Vice 
President and Chief Customer Officer from March 2013 to February 2014, Executive Vice President and Chief Sales Officer from 
July 2011 to March 2013, and Executive Vice President, Strategic Alliances from June 2009 to July 2011. Before joining Juniper, 
Ms. Elliott held a series of senior executive positions with Microsoft Corporation (“Microsoft”) from 2001-2008, including as 
Corporate Vice President of Microsoft’s Industry Solutions Group, Worldwide Public Sector and North American Enterprise 
Sales organizations. Prior to joining Microsoft, Ms. Elliott spent 22 years at International Business Machines Corporation 
(“IBM”), where she held several senior executive positions both in the U.S. and internationally. Ms. Elliott is a member of the 
board of directors of Whirlpool Corporation (since 2014) and Margeta, Inc. (since 2021). 
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Mr. Herren joined Cisco in December 2020 and serves as our Executive Vice President and Chief Financial Officer. Prior 
to joining Cisco, Mr. Herren served as Senior Vice President and Chief Financial Officer of Autodesk, Inc. (“Autodesk”) 
since November 2014. Prior to joining Autodesk, Mr. Herren served as Senior Vice President of Finance at Citrix Systems, 
Inc. (“Citrix”) from September 2011 to October 2014, and in a variety of other leadership roles after joining Citrix in March 
2000, including as Vice President and Managing Director for EMEA and Vice President and General Manager of Citrix’s 
virtualization systems group. Before joining Citrix, Mr. Herren spent over 15 years in senior strategy and financial positions at 
FedEx Corporation and IBM. 


Ms. Martinez joined Cisco in April 2018 and served as our Executive Vice President and Chief Customer Experience Officer 
until her appointment as our Executive Vice President and Chief Operating Officer in March 2021. Prior to joining Cisco, 
Ms. Martinez served in a variety of senior executive roles at salesforce.com, inc. (“Salesforce”), including as President, Global 
Customer Success and Latin America from March 2016 to April 2018; President, Sales and Customer Success from February 
2013 to March 2016; Executive Vice President and Chief Growth Officer from February 2012 to February 2013; and as Executive 
Vice President, Customers for Life from February 2010 to February 2012. Ms. Martinez’s experience prior to Salesforce includes 
serving as Corporate Vice President of Worldwide Services at Microsoft, President and Chief Executive Officer of Embrace 
Networks, Inc. and various senior leadership roles at Motorola, Inc. and AT&T Inc./Bell Laboratories. Ms. Martinez is a member 
of the board of directors of McKesson Corporation (since 2019). 


Ms. Stahlkopf joined Cisco in August 2021 and serves as our Executive Vice President and Chief Legal Officer. Prior to joining 
Cisco, Ms. Stahlkopf spent 14 years at Microsoft, where she served most recently as Corporate Vice President, General Counsel 
and Corporate Secretary, Corporate, External and Legal Affairs from April 2018 to July 2021. Ms. Stahlkopf also served in other 
leadership roles at Microsoft, including as Vice President and Deputy General Counsel from December 2015 to April 2018 and 
as Associate General Counsel from December 2010 to December 2015. Prior to joining Microsoft, Ms. Stahlkopf practiced law 
at Perkins Coie LLP and Cooley Godward LLP. 


Item 1A. Risk Factors 


Set forth below and elsewhere in this report and in other documents we file with the SEC are descriptions of the risks and 
uncertainties that could cause our actual results to differ materially from the results contemplated by the forward-looking 
statements contained in this report. 


Risks Related to our Business and Industry 


Our business, results of operations and financial condition have been adversely affected and could in the future be 
materially adversely affected by the COVID-19 pandemic. 


The COVID-19 pandemic and the resulting containment measures have caused economic and financial disruptions globally, including 
in most of the regions in which we sell our products and services and conduct our business operations. In the second half of fiscal 2020, 
the COVID-19 pandemic had an impact on our financial results and business operations, with a significant impact in the third quarter 
of fiscal 2020 on our supply chain where we saw manufacturing challenges and component constraints. We continue to address these 
supply chain challenges and cost impacts, which we expect will continue at least through the first half of fiscal 2022 and potentially 
into the second half of fiscal 2022. The magnitude and duration of the disruption, its continuing impact on us, and resulting decline in 
global business activity is uncertain. These disruptions include the unprecedented actions taken to try to contain the pandemic such as 
travel bans and restrictions, business closures, and social distancing measures, such as quarantines and shelter-in-place orders. 


The COVID-19 pandemic and the responsive measures taken in many countries have adversely affected and could in the future 
materially adversely affect our business, results of operations and financial condition. Shelter-in-place orders and other measures, 
including work-from-home and other policies implemented to protect workers, has and could in the future impact our supply chain. 
Such disruptions may continue, or worsen, in the future. In addition, current and future restrictions or disruptions of transportation, 
such as reduced availability of air transport, port closures, and increased border controls or closures, can also impact our ability to meet 
customer demand and could materially adversely affect us. Our customers have also experienced, and may continue to experience, 
disruptions in their operations, which can result in delayed, reduced, or canceled orders, and increased collection risks, and which 
may adversely affect our results of operations. The COVID-19 pandemic may also result in long-term changes in customer needs for 
our products and services in various sectors, along with IT-related capital spending reductions, or shifts in spending focus, that could 
materially adversely affect us if we are unable to adjust our product and service offerings to match customer needs. 


The recent shift to a remote working environment also creates challenges. For example, governmental lockdowns, restrictions 
or new regulations has and could in the future impact the ability of our employees and vendors to work with the same speed and 
productivity in certain areas, even as other areas do not see negative impact. The extent and/or duration of ongoing workforce 
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restrictions and limitations could impact our ability to enhance, develop and support existing products and services, and hold product 
sales and marketing events to the extent we were able to previously. In addition, malefactors are seeking to use the COVID-19 pandemic 
to launch new cyber-attacks. The COVID-19 pandemic has also led to increased disruption and volatility in capital markets and credit 
markets. The pandemic and resulting economic uncertainty could adversely affect our liquidity and capital resources in the future. The 
inputs into certain of our judgments, assumptions, and estimates considered the economic implications of the COVID-19 pandemic on 
our critical and significant accounting estimates. The actual results that we experience may differ materially from our estimates. As 
the COVID-19 pandemic continues to develop, many of our estimates could require increased judgment and carry a higher degree of 
variability and volatility. As events continue to evolve our estimates may change materially in future periods. 


We are continuing to monitor the pandemic and take appropriate actions in accordance with the recommendations and 
requirements of relevant authorities. The extent of the impact of the COVID-19 pandemic on our operational and financial 
performance is currently uncertain and will depend on many factors outside our control, including, without limitation, the 
timing, extent, trajectory and duration of the pandemic, the development and availability of effective treatments and vaccines, 
the imposition of protective public safety measures, and the impact of the pandemic on the global economy. Potential negative 
impacts of these external factors include, but are not limited to, material adverse effects on demand for our products and services; 
our supply chain and sales and distribution channels; collectability of customer accounts; our ability to execute strategic plans; 
impairments; and our profitability and cost structure. To the extent the COVID-19 pandemic adversely affects our business, 
results of operations and financial condition, it may also have the effect of exacerbating the other risks discussed in this “Risk 
Factors” section. 


Our operating results may fluctuate in future periods, which may adversely affect our stock price. 


Our operating results have been in the past, and will continue to be, subject to quarterly and annual fluctuations as a result of 
numerous factors, some of which may contribute to more pronounced fluctuations in an uncertain global economic environment. 
These factors include: 


° Fluctuations in demand for our products and services, especially with respect to service providers and 
Internet businesses, in part due to changes in the global economic environment 


° Changes in sales and implementation cycles for our products and reduced visibility into our customers’ spending plans 
and associated revenue 


° Our ability to maintain appropriate inventory levels and purchase commitments 


° Price and product competition in the communications and networking industries, which can change rapidly due 
to technological innovation and different business models from various geographic regions 


e The overall movement toward industry consolidation among both our competitors and our customers 


° The introduction and market acceptance of new technologies and products, and our success in new and 
evolving markets, and in emerging technologies, as well as the adoption of new standards 


e The transformation of our business to deliver more software and subscription offerings where revenue is 
recognized over time 


° Variations in sales channels, product costs, mix of products sold, or mix of direct sales and indirect sales 
° The timing, size, and mix of orders from customers 

° Manufacturing and customer lead times 

° Fluctuations in our gross margins, and the factors that contribute to such fluctuations 


° The ability of our customers, channel partners, contract manufacturers and suppliers to obtain financing 
or to fund capital expenditures, especially during a period of global credit market disruption or in the event of 
customer, channel partner, contract manufacturer or supplier financial problems 


° Actual events, circumstances, outcomes, and amounts differing from judgments, assumptions, and estimates used 
in determining the values of certain assets (including the amounts of related valuation allowances), liabilities, and 
other items reflected in our Consolidated Financial Statements 


° How well we execute on our strategy and operating plans and the impact of changes in our business model that could 
result in significant restructuring charges 


° Our ability to achieve targeted cost reductions 
° Benefits anticipated from our investments 


° Changes in tax laws or accounting rules, or interpretations thereof 
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As a consequence, operating results for a particular future period are difficult to predict, and, therefore, prior results are not 
necessarily indicative of results to be expected in future periods. Any of the foregoing factors, or any other factors discussed 
elsewhere herein, could have a material adverse effect on our business, results of operations, and financial condition that could 
adversely affect our stock price. 


Our operating results may be adversely affected by unfavorable economic and market conditions and the uncertain 
geopolitical environment. 


Challenging economic conditions worldwide have from time to time contributed, and may continue to contribute, to slowdowns 
in the communications and networking industries at large, as well as in specific segments and markets in which we operate, 
resulting in: reduced demand for our products as a result of continued constraints on IT-related capital spending by our customers, 
particularly service providers, and other customer markets as well; increased price competition for our products, not only from 
our competitors but also as a consequence of customers disposing of unutilized products; risk of excess and obsolete inventories; 
risk of supply constraints; risk of excess facilities and manufacturing capacity; and higher overhead costs as a percentage of 
revenue and higher interest expense. 


The global macroeconomic environment continues to be challenging and inconsistent, and is being significantly impacted by 
the COVID-19 pandemic. During fiscal 2020 and the first quarter of fiscal 2021, we continued to see a broad-based weakening 
in the global macroeconomic environment which impacted our commercial and enterprise markets. We also experienced 
continuing weakness in emerging countries, and we expect ongoing uncertainty in this market. Additionally, instability in the 
global credit markets, the impact of uncertainty regarding global central bank monetary policy, the instability in the geopolitical 
environment in many parts of the world including as a result of the United Kingdom “Brexit” withdrawal from the European 
Union, the current economic challenges in China, including global economic ramifications of Chinese economic difficulties, 
and other disruptions may continue to put pressure on global economic conditions. If global economic and market conditions, 
or economic conditions in key markets, remain uncertain or deteriorate further, we may experience material impacts on our 
business, operating results, and financial condition. 


Our operating results in one or more segments may also be affected by uncertain or changing economic conditions particularly 
germane to that segment or to particular customer markets within that segment. In addition, reports of certain intelligence 
gathering methods of the U.S. government could affect customers’ perception of the products of IT companies which design 
and manufacture products in the United States. Trust and confidence in us as an IT supplier are critical to the development and 
growth of our markets. Impairment of that trust, or foreign regulatory actions taken in response to reports of certain intelligence 
gathering methods of the U.S. government, could affect the demand for our products from customers outside of the United States 
and could have an adverse effect on our operating results. 


Our revenue for a particular period is difficult to predict, and a shortfall in revenue may harm our operating results. 


As a result of a variety of factors discussed in this report, our revenue for a particular quarter is difficult to predict, especially in 
light of a challenging and inconsistent global macroeconomic environment, the significant impacts of the COVID-19 pandemic, 
and related market uncertainty. Our revenue may grow at a slower rate than in past periods or decline as it did in the first quarter 
of fiscal 2021 and fiscal 2020, and in certain prior periods on a year-over-year basis. Our ability to meet financial expectations 
could also be adversely affected if the nonlinear sales pattern seen in some of our past quarters recurs in future periods. We 
have experienced periods of time during which shipments have exceeded net bookings or manufacturing issues have delayed 
shipments, leading to nonlinearity in shipping patterns. In addition to making it difficult to predict revenue for a particular period, 
nonlinearity in shipping can increase costs, because irregular shipment patterns result in periods of underutilized capacity and 
periods in which overtime expenses may be incurred, as well as in potential additional inventory management-related costs. In 
addition, to the extent that manufacturing issues and any related component shortages result in delayed shipments in the future, 
and particularly in periods in which our contract manufacturers are operating at higher levels of capacity, it is possible that 
revenue for a quarter could be adversely affected if such matters occur and are not remediated within the same quarter. 


The timing of large orders can also have a significant effect on our business and operating results from quarter to quarter. From 
time to time, we receive large orders that have a significant effect on our operating results in the period in which the order 
is recognized as revenue. The timing of such orders is difficult to predict, and the timing of revenue recognition from such 
orders may affect period to period changes in revenue. As a result, our operating results could vary materially from quarter 
to quarter based on the receipt of such orders and their ultimate recognition as revenue. Longer than normal manufacturing 
lead times in the past have caused, and in the future could cause, some customers to place the same or a similar order multiple 
times within our various sales channels and to cancel the duplicative orders upon shipment or receipt of the product, or to also 
place orders with other vendors with shorter manufacturing lead times. Such multiple ordering (along with other factors) or 
risk of order cancellation may cause difficulty in predicting our revenue. Further, our efforts to improve manufacturing lead- 
time performance may result in more variability and less predictability in our revenue and operating results. In addition, when 
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facing component supply-related challenges we have increased our efforts in procuring components in order to meet customer 
expectations, which in turn contribute to an increase in inventory and purchase commitments. For example, in fiscal 2021, we 
increased our inventory and purchase commitments in light of the supply chain challenges seen industrywide due to component 
shortages, caused in part by the COVID-19 pandemic. These increases in our inventory and purchase commitments to shorten 
lead times could also lead to significant excess and obsolete inventory charges if the demand for our products is less than our 
expectations. We plan our operating expense levels based primarily on forecasted revenue levels. These expenses and the 
impact of long-term commitments are relatively fixed in the short term. A shortfall in revenue could lead to operating results 
being below expectations because we may not be able to quickly reduce these fixed expenses in response to short-term business 
changes. Any of the above factors could have a material adverse impact on our operations and financial results. 


Supply chain issues, including financial problems of contract manufacturers or component suppliers, or a shortage of 
adequate component supply or manufacturing capacity that increase our costs or cause a delay in our ability to fulfill 
orders, could have an adverse impact on our business and operating results, and our failure to estimate customer demand 
properly may result in excess or obsolete component supply, which could adversely affect our gross margins. 


The fact that we do not own or operate the bulk of our manufacturing facilities and that we are reliant on our extended supply 
chain could have an adverse impact on the supply of our products and on our business and operating results. Financial problems 
of either contract manufacturers or component suppliers, reservation of manufacturing capacity at our contract manufacturers 
by other companies, and industry consolidation occurring within one or more component supplier markets, such as the 
semiconductor market, in each case, could either limit supply or increase costs. 


A reduction or interruption in supply, including disruptions on our global supply chain as a result of the COVID-19 pandemic 
or a significant natural disaster (including as a result of climate change); a significant increase in the price of one or more 
components; a failure to adequately authorize procurement of inventory by our contract manufacturers; a failure to appropriately 
cancel, reschedule, or adjust our requirements based on our business needs; or a decrease in demand for our products could 
materially adversely affect our business, operating results, and financial condition and could materially damage customer 
relationships. Furthermore, as a result of binding price or purchase commitments with suppliers, we may be obligated to purchase 
components at prices that are higher than those available in the current market. In the event that we become committed to 
purchase components at prices in excess of the current market price when the components are actually used, our gross margins 
could decrease. In addition, vendors may be under pressure to allocate product to certain customers for business, regulatory 
or political reasons, and/or demand changes in agreed pricing as a condition of supply. Although we have generally secured 
additional supply or taken other mitigation actions when significant disruptions have occurred, if similar situations occur in the 
future, they could have a material adverse effect on our business, results of operations, and financial condition. 


Our growth and ability to meet customer demands depend in part on our ability to obtain timely deliveries of parts from our 
suppliers and contract manufacturers. We have experienced component shortages in the past, including shortages caused by 
manufacturing process issues, that have affected our operations, including longer than normal lead times. There is currently 
a market shortage of semiconductor and other component supply which has affected, and could further affect, lead times, the 
cost of that supply, and our ability to meet customer demand for our products if we cannot secure sufficient supply in a timely 
manner. We expect these supply chain challenges and cost impacts to continue through at least the first half of fiscal 2022 and 
potentially into the second half of fiscal 2022. Additionally, we may in the future experience a shortage of certain component 
parts as a result of our own manufacturing issues, manufacturing issues at our suppliers or contract manufacturers, capacity 
problems experienced by our suppliers or contract manufacturers including capacity or cost problems resulting from industry 
consolidation, or strong demand for those parts. Growth in the economy is likely to create greater pressures on us and our 
suppliers to accurately project overall component demand and component demands within specific product categories and to 
establish optimal component levels and manufacturing capacity, especially for labor-intensive components, components for 
which we purchase a substantial portion of the supply, or the re-ramping of manufacturing capacity for highly complex products. 
During periods of shortages or delays the price of components may increase, or the components may not be available at all, and 
we may also encounter shortages if we do not accurately anticipate our needs. We may not be able to secure enough components 
at reasonable prices or of acceptable quality to build new products in a timely manner in the quantities or configurations needed. 
Accordingly, our revenue and gross margins could suffer until other sources can be developed. 


Our operating results would also be adversely affected if, anticipating greater demand than actually develops, we commit to 
the purchase of more components than we need, which is more likely to occur in a period of demand uncertainties such as we 
are currently experiencing. There can be no assurance that we will not encounter these problems in the future. Although in 
many cases we use standard parts and components for our products, certain components are presently available only from a 
single source or limited sources, and a global economic downturn and related market uncertainty could negatively impact the 
availability of components from one or more of these sources, especially during times such as we have recently seen when there 
are supplier constraints based on labor and other actions taken during economic downturns. We may not be able to diversify 
sources in a timely manner, which could harm our ability to deliver products to customers and seriously impact present and 
future sales. 
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We believe that we may be faced with the following challenges in the future: new markets in which we participate may grow 
quickly, which may make it difficult to quickly obtain significant component capacity; as we acquire companies and new 
technologies, we may be dependent on unfamiliar supply chains or relatively small supply partners; and we face competition for 
certain components that are supply-constrained, from existing competitors, and companies in other markets. 


Manufacturing capacity and component supply constraints could continue to be significant issues for us. We purchase components 
from a variety of suppliers and use several contract manufacturers to provide manufacturing services for our products. During 
the normal course of business, in order to improve manufacturing lead-time performance and to help ensure adequate component 
supply, we enter into agreements with contract manufacturers and suppliers that either allow them to procure inventory based 
upon criteria as defined by us or that establish the parameters defining our requirements. In certain instances, these agreements 
allow us the option to cancel, reschedule, and adjust our requirements based on our business needs prior to firm orders being 
placed. When facing component supply-related challenges we have increased our efforts in procuring components in order to 
meet customer expectations, which in turn contributes to an increase in inventory and purchase commitments. For example, in 
fiscal 2021, we increased our inventory and purchase commitments in light of the supply chain challenges seen industrywide 
due to component shortages, caused in part by the COVID-19 pandemic. These increases in our inventory and purchase 
commitments to shorten lead times could also lead to significant excess and obsolete inventory charges if the demand for our 
products is less than our expectations. If we fail to anticipate customer demand properly, an oversupply of parts could result in 
excess or obsolete components that could adversely affect our gross margins. For additional information regarding our purchase 
commitments with contract manufacturers and suppliers, see Note 14 to the Consolidated Financial Statements. 


We expect gross margin to vary over time, and our level of product gross margin may not be sustainable. 


Our level of product gross margins declined in fiscal 2021 and have declined in certain prior periods on a year-over-year basis, 
and could decline in future periods due to adverse impacts from various factors, including: 


° Changes in customer, geographic, or product mix, including mix of configurations within each product group 


° Introduction of new products, including products with price-performance advantages, and new business 
models including the transformation of our business to deliver more software and subscription offerings 


° Our ability to reduce production costs 


° Entry into new markets or growth in lower margin markets, including markets with different pricing and 
cost structures, through acquisitions or internal development 


° Sales discounts 


° Increases in material, labor or other manufacturing-related costs (i.e. component costs, broker fees, expedited 
freight and overtime) or higher supply chain logistics costs, any of which could be significant, especially during 
periods of supply constraints for certain costs, such as those impacting the market for components, including 
semiconductors and memory 


° Excess inventory, inventory holding charges, and obsolescence charges 
° Changes in shipment volume 
° The timing of revenue recognition and revenue deferrals 


° Increased cost (including those caused by tariffs), loss of cost savings or dilution of savings due to changes in component 
pricing or charges incurred due to inventory holding periods if parts ordering does not correctly anticipate product 
demand or if the financial health of either contract manufacturers or suppliers deteriorates 


° Lower than expected benefits from value engineering 

° Increased price competition, including competitors from Asia, especially from China 
e Changes in distribution channels 

° Increased warranty or royalty costs 

e Increased amortization of purchased intangible assets, especially from acquisitions 

° How well we execute on our strategy and operating plans 


Changes in service gross margin may result from various factors such as changes in the mix between technical support services 
and advanced services, as well as the timing of technical support service contract initiations and renewals and the addition of 
personnel and other resources to support higher levels of service business in future periods. 
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Sales to the service provider market are especially volatile, and weakness in orders from this industry may harm our 
operating results and financial condition. 


Sales to the service provider market have been characterized by large and sporadic purchases, especially relating to our router 
sales and sales of certain other Infrastructure Platforms and Applications products, in addition to longer sales cycles. Service 
provider product orders decreased during the first quarter of fiscal 2021 and in certain prior periods, and at various times in the 
past, including in recent quarters, we have experienced significant weakness in product orders from service providers. Product 
orders from the service provider market could continue to decline and, as has been the case in the past, such weakness could 
persist over extended periods of time given fluctuating market conditions. Sales activity in this industry depends upon the stage 
of completion of expanding network infrastructures; the availability of funding; and the extent to which service providers are 
affected by regulatory, economic, and business conditions in the country of operations. Weakness in orders from this industry, 
including as a result of any slowdown in capital expenditures by service providers (which may be more prevalent during a global 
economic downturn, or periods of economic, political or regulatory uncertainty), could have a material adverse effect on our 
business, operating results, and financial condition. Such slowdowns may continue or recur in future periods. Orders from this 
industry could decline for many reasons other than the competitiveness of our products and services within their respective 
markets. For example, in the past, many of our service provider customers have been materially and adversely affected by 
slowdowns in the general economy, by overcapacity, by changes in the service provider market, by regulatory developments, 
and by constraints on capital availability, resulting in business failures and substantial reductions in spending and expansion 
plans. These conditions have materially harmed our business and operating results in the past, and could affect our business 
and operating results in any future period. Finally, service provider customers typically have longer implementation cycles; 
require a broader range of services, including design services; demand that vendors take on a larger share of risks; often require 
acceptance provisions, which can lead to a delay in revenue recognition; and expect financing from vendors. All these factors 
can add further risk to business conducted with service providers. 


Disruption of or changes in our distribution model could harm our sales and margins. 


If we fail to manage distribution of our products and services properly, or if our distributors’ financial condition or operations 
weaken, our revenue and gross margins could be adversely affected. A substantial portion of our products and services is sold 
through our channel partners, and the remainder is sold through direct sales. Our channel partners include systems integrators, 
service providers, other resellers, and distributors. Systems integrators and service providers typically sell directly to end users 
and often provide system installation, technical support, professional services, and other support services in addition to network 
equipment sales. Systems integrators also typically integrate our products into an overall solution, and a number of service 
providers are also systems integrators. Distributors stock inventory and typically sell to systems integrators, service providers, 
and other resellers. We refer to sales through distributors as our two-tier system of sales to the end customer. If sales through 
indirect channels increase, this may lead to greater difficulty in forecasting the mix of our products and, to a degree, the timing 
of orders from our customers. 


Historically, we have seen fluctuations in our gross margins based on changes in the balance of our distribution channels. There 
can be no assurance that changes in the balance of our distribution model in future periods would not have an adverse effect 
on our gross margins and profitability. Some factors could result in disruption of or changes in our distribution model, which 
could harm our sales and margins, including the following: competition with some of our channel partners, including through 
our direct sales, which may lead these channel partners to use other suppliers that do not directly sell their own products or 
otherwise compete with them; some of our channel partners may demand that we absorb a greater share of the risks that their 
customers may ask them to bear; some of our channel partners may have insufficient financial resources and may not be able 
to withstand changes and challenges in business conditions; and revenue from indirect sales could suffer if our distributors’ 
financial condition or operations weaken. In addition, we depend on our channel partners globally to comply with applicable 
regulatory requirements. To the extent that they fail to do so, that could have a material adverse effect on our business, operating 
results, and financial condition. Further, sales of our products outside of agreed territories can result in disruption to our 
distribution channels. 


The markets in which we compete are intensely competitive, which could adversely affect our achievement of revenue growth. 


The markets in which we compete are characterized by rapid change, converging technologies, and a migration to networking and 
communications solutions that offer relative advantages. These market factors represent a competitive threat to us. We compete 
with numerous vendors in each product category. The overall number of our competitors providing niche product solutions may 
increase. Also, the identity and composition of competitors may change as we increase our activity in newer product areas, 
and in key priority and growth areas. For example, as products related to network programmability, such as software defined 
networking (SDN) products, become more prevalent, we expect to face increased competition from companies that develop 
networking products based on commoditized hardware, referred to as “white box” hardware, to the extent customers decide to 
purchase those product offerings instead of ours. In addition, the growth in demand for technology delivered as a service enables 
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new competitors to enter the market. As we continue to expand globally, we may see new competition in different geographic 
regions. In particular, we have experienced price-focused competition from competitors in Asia, especially from China, and 
we anticipate this will continue. For information regarding our competitors, see the section entitled “Competition” contained 
in [tem 1. Business of this report. 


Some of our competitors compete across many of our product lines, while others are primarily focused in a specific product area. 
Barriers to entry are relatively low, and new ventures to create products that do or could compete with our products are regularly 
formed. In addition, some of our competitors may have greater resources, including technical and engineering resources, than 
we do. As we expand into new markets, we will face competition not only from our existing competitors but also from other 
competitors, including existing companies with strong technological, marketing, and sales positions in those markets. We also 
sometimes face competition from resellers and distributors of our products. Companies with which we have strategic alliances in 
some areas may be competitors in other areas, and this trend may increase. For example, the enterprise data center is undergoing 
a fundamental transformation arising from the convergence of technologies, including computing, networking, storage, and 
software, that previously were segregated. Due to several factors, including the availability of highly scalable and general 
purpose microprocessors, ASICs offering advanced services, standards based protocols, cloud computing and virtualization, 
the convergence of technologies within the enterprise data center is spanning multiple, previously independent, technology 
segments. Also, some of our current and potential competitors for enterprise data center business have made acquisitions, or 
announced new strategic alliances, designed to position them to provide end-to-end technology solutions for the enterprise data 
center. As a result of all of these developments, we face greater competition in the development and sale of enterprise data center 
technologies, including competition from entities that are among our long-term strategic alliance partners. Companies that are 
strategic alliance partners in some areas of our business may acquire or form alliances with our competitors, thereby reducing 
their business with us. 


The principal competitive factors in the markets in which we presently compete and may compete in the future include the 
ability to sell successful business outcomes; the ability to provide a broad range of networking and communications products 
and services; product performance; price; the ability to introduce new products, including providing continuous new customer 
value and products with price-performance advantages; the ability to reduce production costs; the ability to provide value- 
added features such as security, reliability, and investment protection; conformance to standards; market presence; the ability to 
provide financing; and disruptive technology shifts and new business models. 


We also face competition from customers to which we license or supply technology and suppliers from which we transfer 
technology. The inherent nature of networking requires interoperability. As such, we must cooperate and at the same time 
compete with many companies. Any inability to effectively manage these complicated relationships with customers, suppliers, 
and strategic alliance partners could have a material adverse effect on our business, operating results, and financial condition 
and accordingly affect our chances of success. 


If we do not successfully manage our strategic alliances, we may not realize the expected benefits from such alliances, and 
we may experience increased competition or delays in product development. 


We have several strategic alliances with large and complex organizations and other companies with which we work to offer 
complementary products and services and, in the past, have established a joint venture to market services associated with our 
Cisco Unified Computing System products. These arrangements are generally limited to specific projects, the goal of which is 
generally to facilitate product compatibility and adoption of industry standards. There can be no assurance we will realize the 
expected benefits from these strategic alliances or from the joint venture. If successful, these relationships may be mutually 
beneficial and result in industry growth. However, alliances carry an element of risk because, in most cases, we must compete in 
some business areas with a company with which we have a strategic alliance and, at the same time, cooperate with that company 
in other business areas. Also, if these companies fail to perform or if these relationships fail to materialize as expected, we 
could suffer delays in product development or other operational difficulties. Joint ventures can be difficult to manage, given the 
potentially different interests of joint venture partners. 


Inventory management relating to our sales to our two-tier distribution channel is complex, and excess inventory may harm 
our gross margins. 


We must manage inventory relating to sales to our distributors effectively, because inventory held by them could affect our 
results of operations. Our distributors may increase orders during periods of product shortages, cancel orders if their inventory 
is too high, or delay orders in anticipation of new products. They also may adjust their orders in response to the supply of our 
products and the products of our competitors that are available to them, and in response to seasonal fluctuations in end-user 
demand. Our distributors are generally given business terms that allow them to return a portion of inventory, receive credits for 
changes in selling price, and participate in various cooperative marketing programs. Inventory management remains an area of 
focus as we balance the need to maintain strategic inventory levels to ensure competitive lead times against the risk of inventory 


obsolescence because of rapidly changing technology and customer requirements. When facing component supply-related 
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challenges, we have increased our efforts in procuring components in order to meet customer expectations. If we ultimately 
determine that we have excess inventory, we may have to reduce our prices and write down inventory, which in turn could result 
in lower gross margins. 


We depend upon the development of new products and services, and enhancements to existing products and services, and if 
we fail to predict and respond to emerging technological trends and customers’ changing needs, our operating results and 
market share may suffer. 


The markets for our products and services are characterized by rapidly changing technology, evolving industry standards, new 
product and service introductions, and evolving methods of building and operating networks. Our operating results depend on 
our ability to develop and introduce new products and services into existing and emerging markets and to reduce the production 
costs of existing products. If customers do not purchase and/or renew our offerings our business could be harmed. The COVID-19 
pandemic may also result in long-term changes in customer needs for our products and services in various sectors, along with 
IT-related capital spending reductions, or shifts in spending focus, that could materially adversely affect us if we are unable to 
adjust our product and service offerings to match customer needs. 


The process of developing new technology, including more programmable, flexible and virtual networks, and technology related 
to other market transitions— such as security, digital transformation and IoT, and cloud— is complex and uncertain, and if we 
fail to accurately predict customers’ changing needs and emerging technological trends our business could be harmed. We must 
commit significant resources, including the investments we have been making in our strategic priorities to developing new 
products and services before knowing whether our investments will result in products and services the market will accept. In 
particular, if our model of the evolution of networking does not emerge as we believe it will, or if the industry does not evolve 
as we believe it will, or if our strategy for addressing this evolution is not successful, many of our strategic initiatives and 
investments may be of no or limited value. For example, if we do not introduce products related to network programmability, 
such as software-defined-networking products, in a timely fashion, or if product offerings in this market that ultimately succeed 
are based on technology, or an approach to technology, that differs from ours, such as, for example, networking products based 
on “white box” hardware, our business could be harmed. Similarly, our business could be harmed if we fail to develop, or fail 
to develop in a timely fashion, offerings to address other transitions, or if the offerings addressing these other transitions that 
ultimately succeed are based on technology, or an approach to technology, different from ours. In addition, our business could 
be adversely affected in periods surrounding our new product introductions if customers delay purchasing decisions to qualify 
or otherwise evaluate the new product offerings. We have also been transforming our business to move from selling individual 
products and services to selling products and services integrated into architectures and solutions, and we are seeking to meet 
the evolving needs of customers which include offering our products and solutions in the manner in which customers wish to 
consume them. As a part of this transformation, we continue to make changes to how we are organized and how we build and 
deliver our technology, including changes in our business models with customers. If our strategy for addressing our customer 
needs, or the architectures and solutions we develop do not meet those needs, or the changes we are making in how we are 
organized and how we build and deliver or technology is incorrect or ineffective, our business could be harmed. 


Furthermore, we may not execute successfully on our vision or strategy because of challenges with regard to product planning 
and timing, technical hurdles that we fail to overcome in a timely fashion, or a lack of appropriate resources. This could result in 
competitors, some of which may also be our strategic alliance partners, providing those solutions before we do and loss of market 
share, revenue, and earnings. In addition, the growth in demand for technology delivered as a service enables new competitors 
to enter the market. The success of new products and services depends on several factors, including proper new product and 
service definition, component costs, timely completion and introduction of these products and services, differentiation of new 
products and services from those of our competitors, and market acceptance of these products and services. There can be no 
assurance that we will successfully identify new product and services opportunities, develop and bring new products and 
services to market in a timely manner, or achieve market acceptance of our products and services or that products, services 
and technologies developed by others will not render our products, services or technologies obsolete or noncompetitive. The 
products and technologies in our other product categories and key priority and growth areas may not prove to have the market 
success we anticipate, and we may not successfully identify and invest in other emerging or new products and services. 


Changes in industry structure and market conditions could lead to charges related to discontinuances of certain of our 
products or businesses, asset impairments and workforce reductions or restructurings. 


In response to changes in industry and market conditions, we may be required to strategically realign our resources and to 
consider restructuring, disposing of, or otherwise exiting businesses. Any resource realignment, or decision to limit investment 
in or dispose of or otherwise exit businesses, may result in the recording of special charges, such as inventory and technology- 
related write-offs, workforce reduction or restructuring costs, charges relating to consolidation of excess facilities, or claims 
from third parties who were resellers or users of discontinued products. Our estimates with respect to the useful life or 
ultimate recoverability of our carrying basis of assets, including purchased intangible assets, could change as a result of such 
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assessments and decisions. Although in certain instances our supply agreements allow us the option to cancel, reschedule, and 
adjust our requirements based on our business needs prior to firm orders being placed, our loss contingencies may include 
liabilities for contracts that we cannot cancel with contract manufacturers and suppliers. Further, our estimates relating to 
the liabilities for excess facilities are affected by changes in real estate market conditions. Additionally, we are required to 
perform goodwill impairment tests on an annual basis and between annual tests in certain circumstances, and future goodwill 
impairment tests may result in a charge to earnings. We initiated a restructuring plan in the first quarter of fiscal 2021, which 
included a voluntary early retirement program, and which has now been substantially completed. Our business may not be more 
efficient or effective than prior to implementation of the plan. Our restructuring activities, including any related charges and 
the impact of the related headcount restructurings, could have a material adverse effect on our business, operating results, and 
financial condition. 


Over the long term we intend to invest in engineering, sales, service and marketing activities, and in key priority and growth 
areas, and these investments may achieve delayed, or lower than expected, benefits which could harm our operating results. 


While we intend to focus on managing our costs and expenses, over the long term, we also intend to invest in personnel and other 
resources related to our engineering, sales, service and marketing functions as we realign and dedicate resources on key priority 
and growth areas, such as Security and Applications, and we also intend to focus on maintaining leadership in Infrastructure 
Platforms and in Services. We are likely to recognize the costs associated with these investments earlier than some of the 
anticipated benefits, and the return on these investments may be lower, or may develop more slowly, than we expect. If we do 
not achieve the benefits anticipated from these investments (including if our selection of areas for investment does not play out 
as we expect), or if the achievement of these benefits is delayed, our operating results may be adversely affected. 


We have made and expect to continue to make acquisitions that could disrupt our operations and harm our operating results. 


Our growth depends upon market growth, our ability to enhance our existing products, and our ability to introduce new products on 
a timely basis. We intend to continue to address the need to develop new products and enhance existing products through acquisitions 
of other companies, product lines, technologies, and personnel. Acquisitions involve numerous risks, including the following: 


° Difficulties in integrating the operations, systems, technologies, products, and personnel of the acquired companies, 
particularly companies with large and widespread operations and/or complex products 


° Diversion of management’s attention from normal daily operations of the business and the challenges of managing 
larger and more widespread operations resulting from acquisitions 


° Potential difficulties in completing projects associated with in-process research and development intangibles 


° Difficulties in entering markets in which we have no or limited direct prior experience and where competitors in such 
markets have stronger market positions 


° Initial dependence on unfamiliar supply chains or relatively small supply partners 
° Insufficient revenue to offset increased expenses associated with acquisitions 


° The potential loss of key employees, customers, distributors, vendors and other business partners of the companies 
we acquire following and continuing after announcement of acquisition plans 


Acquisitions may also cause us to: 
° Issue common stock that would dilute our current stockholders’ percentage ownership 
° Use a substantial portion of our cash resources, or incur debt 


° Significantly increase our interest expense, leverage and debt service requirements if we incur additional debt to pay 
for an acquisition 


° Assume liabilities 


° Record goodwill and intangible assets that are subject to impairment testing on a regular basis and potential periodic 
impairment charges 


° Incur amortization expenses related to certain intangible assets 
° Incur tax expenses related to the effect of acquisitions on our legal structure 
° Incur large write-offs and restructuring and other related expenses 


° Become subject to intellectual property or other litigation 
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Mergers and acquisitions of high-technology companies are inherently risky and subject to many factors outside of our control, 
and no assurance can be given that our previous or future acquisitions will be successful and will not materially adversely 
affect our business, operating results, or financial condition. Failure to manage and successfully integrate acquisitions could 
materially harm our business and operating results. Prior acquisitions have resulted in a wide range of outcomes, from successful 
introduction of new products and technologies to a failure to do so. Even when an acquired company has already developed 
and marketed products, there can be no assurance that product enhancements will be made in a timely fashion or that pre- 
acquisition due diligence will have identified all possible issues that might arise with respect to such products. In addition, our 
effective tax rate for future periods is uncertain and could be impacted by mergers and acquisitions. Risks related to new product 
development also apply to acquisitions. 


Entrance into new or developing markets exposes us to additional competition and will likely increase demands on our 
service and support operations. 


As we focus on new market opportunities and key priority and growth areas, we will increasingly compete with large 
telecommunications equipment suppliers as well as startup companies. Several of our competitors may have greater resources, 
including technical and engineering resources, than we do. Additionally, as customers in these markets complete infrastructure 
deployments, they may require greater levels of service, support, and financing than we have provided in the past, especially in 
emerging countries. Demand for these types of service, support, or financing contracts may increase in the future. There can be 
no assurance that we can provide products, service, support, and financing to effectively compete for these market opportunities. 
Further, entry into other markets has subjected and will subject us to additional risks, particularly to those markets, including 
the effects of general market conditions and reduced consumer confidence. For example, as we add direct selling capabilities 
globally to meet changing customer demands, we will face increased legal and regulatory requirements. 


Industry consolidation may lead to increased competition and may harm our operating results. 


There is a continuing trend toward industry consolidation in our markets. We expect this trend to continue as companies 
attempt to strengthen or hold their market positions in an evolving industry and as companies are acquired or are unable to 
continue operations. For example, some of our current and potential competitors for enterprise data center business have made 
acquisitions, or announced new strategic alliances, designed to position them with the ability to provide end-to-end technology 
solutions for the enterprise data center. Companies that are strategic alliance partners in some areas of our business may acquire 
or form alliances with our competitors, thereby reducing their business with us. We believe that industry consolidation may 
result in stronger competitors that are better able to compete as sole-source vendors for customers. This could lead to more 
variability in our operating results and could have a material adverse effect on our business, operating results, and financial 
condition. Furthermore, particularly in the service provider market, rapid consolidation will lead to fewer customers, with the 
effect that loss of a major customer could have a material impact on results not anticipated in a customer marketplace composed 
of more numerous participants. 


Product quality problems could lead to reduced revenue, gross margins, and net income. 


We produce highly complex products that incorporate leading-edge technology, including both hardware and software. Software 
typically contains bugs that can unexpectedly interfere with expected operations. There can be no assurance that our pre- 
shipment testing programs will be adequate to detect all defects, either ones in individual products or ones that could affect 
numerous shipments, which might interfere with customer satisfaction, reduce sales opportunities, or affect gross margins. 
From time to time, we have had to replace certain components and provide remediation in response to the discovery of defects 
or bugs in products that we had shipped. There can be no assurance that such remediation, depending on the product involved, 
would not have a material impact. An inability to cure a product defect could result in the failure of a product line, temporary or 
permanent withdrawal from a product or market, damage to our reputation, inventory costs, or product reengineering expenses, 
any of which could have a material impact on our revenue, margins, and net income. 


Due to the global nature of our operations, political or economic changes or other factors in a specific country or region 
could harm our operating results and financial condition. 


We conduct significant sales and customer support operations in countries around the world. As such, our growth depends in 
part on our increasing sales into emerging countries. We also depend on non-U.S. operations of our contract manufacturers, 
component suppliers and distribution partners. Our business in emerging countries in the aggregate experienced a decline in 
orders in the first half of fiscal 2021 and in certain prior periods. We continue to assess the sustainability of any improvements 
in our business in these countries and there can be no assurance that our investments in these countries will be successful. Our 
future results could be materially adversely affected by a variety of political, economic or other factors relating to our operations 
inside and outside the United States, any or all of which could have a material adverse effect on our operating results and 
financial condition, including the following: impacts from global central bank monetary policy; issues related to the political 
relationship between the United States and other countries that can affect regulatory matters, affect the willingness of customers 
in those countries to purchase products from companies headquartered in the United States or affect our ability to procure 
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components if a government body were to deny us access to those components; government-related disruptions or shutdowns; 
the challenging and inconsistent global macroeconomic environment; foreign currency exchange rates; political or social unrest; 
economic instability or weakness or natural disasters in a specific country or region, including economic challenges in China 
and global economic ramifications of Chinese economic difficulties; instability as a result of Brexit; environmental protection 
regulations (including new laws and regulations related to climate change), trade protection measures such as tariffs, and other 
legal and regulatory requirements, some of which may affect our ability to import our products to, export our products from, 
or sell our products in various countries or affect our ability to procure components; political considerations that affect service 
provider and government spending patterns; health or similar issues, including pandemics or epidemics such as the COVID-19 
pandemic which could continue to affect customer purchasing decisions; difficulties in staffing and managing international 
operations; and adverse tax consequences, including imposition of withholding or other taxes on our global operations. 


We are exposed to the credit risk of some of our customers and to credit exposures in weakened markets, which could result 
in material losses. 


Most of our sales are on an open credit basis, with typical payment terms of 30 days in the United States and, because of local 
customs or conditions, longer in some markets outside the United States. Beyond our open credit arrangements, we have also 
experienced demands for customer financing and facilitation of leasing arrangements. Our loan financing arrangements may 
include not only financing the acquisition of our products and services but also providing additional funds for other costs 
associated with network installation and integration of our products and services. Our exposure to the credit risks relating to our 
financing activities may increase if our customers are adversely affected by a global economic downturn or periods of economic 
uncertainty. There can be no assurance that programs we have in place to monitor and mitigate credit risks will be effective. 
In the past, there have been significant bankruptcies among customers both on open credit and with loan or lease financing 
arrangements, particularly among Internet businesses and service providers, causing us to incur economic or financial losses. 
There can be no assurance that additional losses will not be incurred. Although these losses have not been material to date, 
future losses, if incurred, could harm our business and have a material adverse effect on our operating results and financial 
condition. Additionally, to the degree that turmoil in the credit markets makes it more difficult for some customers to obtain 
financing, those customers’ ability to pay could be adversely impacted, which in turn could have a material adverse impact on 
our business, operating results, and financial condition. 


We are exposed to fluctuations in the market values of our portfolio investments and in interest rates; impairment of our 
investments could harm our earnings. 


We maintain an investment portfolio of various holdings, types, and maturities. Our portfolio includes available-for-sale debt 
investments and equity investments, the values of which are subject to market price volatility. If such investments suffer market 
price declines, as we experienced with some of our investments in the past, we may recognize in earnings the decline in the fair 
value of our investments below their cost basis. Our privately held investments are subject to risk of loss of investment capital. 
These investments are inherently risky because the markets for the technologies or products they have under development are 
typically in the early stages and may never materialize. We could lose our entire investment in these companies. For information 
regarding the market risks associated with the fair value of portfolio investments and interest rates, refer to the section titled 
“Quantitative and Qualitative Disclosures About Market Risk.” 


We are exposed to fluctuations in currency exchange rates that could negatively impact our financial results and cash flows. 


Because a significant portion of our business is conducted outside the United States, we face exposure to adverse movements in 
foreign currency exchange rates, including emerging market currencies which can have extreme currency volatility. An increase 
in the value of the dollar could increase the real cost to our customers of our products in those markets outside the United States 
where we sell in dollars and a weakened dollar could increase the cost of local operating expenses and procurement of raw 
materials to the extent that we must purchase components in foreign currencies. These exposures may change over time as 
business practices evolve, and they could have a material adverse impact on our financial results and cash flows. 


Failure to retain and recruit key personnel would harm our ability to meet key objectives. 


Our success has always depended in large part on our ability to attract and retain highly skilled technical, managerial, sales, and 
marketing personnel. Competition for these personnel is intense, especially in the Silicon Valley area of Northern California. 
Stock incentive plans are designed to reward employees for their long-term contributions and provide incentives for them to 
remain with us. Volatility or lack of positive performance in our stock price or equity incentive awards, or changes to our 
overall compensation program, including our stock incentive program, resulting from the management of share dilution and 
share-based compensation expense or otherwise, may also adversely affect our ability to retain key employees. As a result of 
one or more of these factors, we may increase our hiring in geographic areas outside the United States, which could subject us 
to additional geopolitical and exchange rate risk. The loss of services of any of our key personnel; the inability to retain and 
attract qualified personnel in the future; or delays in hiring required personnel, particularly engineering and sales personnel, 
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could make it difficult to meet key objectives, such as timely and effective product introductions. In addition, companies in our 
industry whose employees accept positions with competitors frequently claim that competitors have engaged in improper hiring 
practices. We have received these claims in the past and may receive additional claims to this effect in the future. 


Adverse resolution of litigation or governmental investigations may harm our operating results or financial condition. 


We are a party to lawsuits in the normal course of our business. Litigation can be expensive, lengthy, and disruptive to normal 
business operations. Moreover, the results of complex legal proceedings are difficult to predict. An unfavorable resolution of 
lawsuits or governmental investigations could have a material adverse effect on our business, operating results, or financial 
condition. For additional information regarding certain of the matters in which we are involved, see Note 14 to the Consolidated 
Financial Statements, subsection (f) “Legal Proceedings.” 


Our operating results may be adversely affected and damage to our reputation may occur due to production and sale of 
counterfeit versions of our products. 


As is the case with leading products around the world, our products are subject to efforts by third parties to produce counterfeit 
versions of our products. While we work diligently with law enforcement authorities in various countries to block the manufacture 
of counterfeit goods and to interdict their sale, and to detect counterfeit products in customer networks, and have succeeded in 
prosecuting counterfeiters and their distributors, resulting in fines, imprisonment and restitution to us, there can be no guarantee 
that such efforts will succeed. While counterfeiters often aim their sales at customers who might not have otherwise purchased 
our products due to lack of verifiability of origin and service, such counterfeit sales, to the extent they replace otherwise 
legitimate sales, could adversely affect our operating results. 


Changes in our provision for income taxes or adverse outcomes resulting from examination of our income tax returns could 
adversely affect our results. 


Our provision for income taxes is subject to volatility and could be adversely affected by earnings being lower than anticipated in 
countries that have lower tax rates and higher than anticipated in countries that have higher tax rates; by changes in the valuation 
of our deferred tax assets and liabilities; by changes to foreign-derived intangible income, global intangible low-tax income 
and base erosion and anti-abuse tax laws, regulations, or interpretations thereof; by expiration of or lapses in tax incentives; 
by transfer pricing adjustments, including the effect of acquisitions on our legal structure; by tax effects of nondeductible 
compensation; by tax costs related to intercompany realignments; by changes in accounting principles; or by changes in tax laws 
and regulations, treaties, or interpretations thereof, including changes to the taxation of earnings of our foreign subsidiaries, 
the deductibility of expenses attributable to foreign income, and the foreign tax credit rules. Significant judgment is required 
to determine the recognition and measurement attribute prescribed in the accounting guidance for uncertainty in income taxes. 
The Organisation for Economic Co-operation and Development (OECD), an international association comprised of 38 countries, 
including the United States, has made changes and is contemplating additional changes to numerous long-standing tax principles. 
There can be no assurance that these changes and any contemplated changes if finalized, once adopted by countries, will not 
have an adverse impact on our provision for income taxes. Further, as a result of certain of our ongoing employment and capital 
investment actions and commitments, our income in certain countries was subject to reduced tax rates. Our failure to meet these 
commitments could adversely impact our provision for income taxes. In addition, we are subject to the continuous examination 
of our income tax returns by the Internal Revenue Service and other tax authorities. We regularly assess the likelihood of 
adverse outcomes resulting from these examinations to determine the adequacy of our provision for income taxes. There can 
be no assurance that the outcomes from these continuous examinations will not have an adverse effect on our operating results 
and financial condition. 


Our business and operations are especially subject to the risks of earthquakes, floods, and other natural catastrophic events 
(including as a result of global climate change). 


Our corporate headquarters, including certain of our research and development operations are located in the Silicon Valley area 
of Northern California, a region known for seismic activity. Additionally, a certain number of our facilities are located near 
rivers that have experienced flooding in the past. Also certain of our suppliers and logistics centers are located in regions that 
have been or may be affected by earthquake, tsunami and flooding activity which in the past has disrupted, and in the future 
could disrupt, the flow of components and delivery of products. In addition, global climate change may result in significant 
natural disasters occurring more frequently or with greater intensity, such as drought, wildfires, storms, sea-level rise, and 
flooding. A significant natural disaster, such as an earthquake, a hurricane, volcano, flood or a wildfire, could have a material 
adverse impact on our business, operating results, and financial condition. 


Terrorism and other events may harm our business, operating results and financial condition. 


The continued threat of terrorism and heightened security and military action in response to this threat, or any future acts 
of terrorism, may cause further disruptions to the economies of the United States and other countries and create further 
uncertainties or otherwise materially harm our business, operating results, and financial condition. Likewise, events such as loss 
of infrastructure and utilities services such as energy, transportation, or telecommunications could have similar negative impacts. 
To the extent that such disruptions or uncertainties result in delays or cancellations of customer orders or the manufacture or 
shipment of our products, our business, operating results, and financial condition could be materially and adversely affected. 
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There can be no assurance that our operating results and financial condition will not be adversely affected by our incurrence 
of debt. 


As of the end of fiscal 2021, we have senior unsecured notes outstanding in an aggregate principal amount of $11.5 billion that 
mature at specific dates from calendar year 2021 through 2040. We have also established a commercial paper program under 
which we may issue short-term, unsecured commercial paper notes on a private placement basis up to a maximum aggregate 
amount outstanding at any time of $10.0 billion, and we had no commercial paper notes outstanding under this program as of 
July 31, 2021. There can be no assurance that our incurrence of this debt or any future debt will be a better means of providing 
liquidity to us than would our use of our existing cash resources. Further, we cannot be assured that our maintenance of this 
indebtedness or incurrence of future indebtedness will not adversely affect our operating results or financial condition. In 
addition, changes by any rating agency to our credit rating can negatively impact the value and liquidity of both our debt and 
equity securities, as well as the terms upon which we may borrow under our commercial paper program or future debt issuances. 


Risks Related to Intellectual Property 


Our proprietary rights may prove difficult to enforce. 


We generally rely on patents, copyrights, trademarks, and trade secret laws to establish and maintain proprietary rights in our 
technology and products. Although we have been issued numerous patents and other patent applications are currently pending, 
there can be no assurance that any of these patents or other proprietary rights will not be challenged, invalidated, or circumvented 
or that our rights will, in fact, provide competitive advantages to us. Furthermore, many key aspects of networking technology 
are governed by industrywide standards, which are usable by all market entrants. In addition, there can be no assurance that 
patents will be issued from pending applications or that claims allowed on any patents will be sufficiently broad to protect our 
technology. In addition, the laws of some foreign countries may not protect our proprietary rights to the same extent as do the 
laws of the United States. The outcome of any actions taken in these foreign countries may be different than if such actions were 
determined under the laws of the United States. Although we are not dependent on any individual patents or group of patents for 
particular segments of the business for which we compete, if we are unable to protect our proprietary rights to the totality of the 
features (including aspects of products protected other than by patent rights) in a market, we may find ourselves at a competitive 
disadvantage to others who need not incur the substantial expense, time, and effort required to create innovative products that 
have enabled us to be successful. 


We may be found to infringe on intellectual property rights of others. 


Third parties, including customers, have in the past and may in the future assert claims or initiate litigation related to exclusive 
patent, copyright, trademark, and other intellectual property rights to technologies and related standards that are relevant to 
us. These assertions have increased over time as a result of our growth and the general increase in the pace of patent claims 
assertions, particularly in the United States. Because of the existence of a large number of patents in the networking field, the 
secrecy of some pending patents, and the rapid rate of issuance of new patents, it is not economically practical or even possible 
to determine in advance whether a product or any of its components infringes or will infringe on the patent rights of others. 
The asserted claims and/or initiated litigation can include claims against us or our manufacturers, suppliers, or customers, 
alleging infringement of their proprietary rights with respect to our existing or future products or components of those products. 
Regardless of the merit of these claims, they can be time-consuming, result in costly litigation and diversion of technical and 
management personnel, or require us to develop a non-infringing technology or enter into license agreements. Where claims are 
made by customers, resistance even to unmeritorious claims could damage customer relationships. There can be no assurance 
that licenses will be available on acceptable terms and conditions, if at all, or that our indemnification by our suppliers will be 
adequate to cover our costs if a claim were brought directly against us or our customers. Furthermore, because of the potential 
for high court awards that are not necessarily predictable, it is not unusual to find even arguably unmeritorious claims settled for 
significant amounts. If any infringement or other intellectual property claim made against us by any third party is successful, 
if we are required to indemnify a customer with respect to a claim against the customer, or if we fail to develop non-infringing 
technology or license the proprietary rights on commercially reasonable terms and conditions, our business, operating results, 
and financial condition could be materially and adversely affected. For additional information regarding our indemnification 
obligations, see Note 14(e) to the Consolidated Financial Statements contained in this report. Our exposure to risks associated 
with the use of intellectual property may be increased as a result of acquisitions, as we have a lower level of visibility into the 
development process with respect to such technology or the care taken to safeguard against infringement risks. Further, in the 
past, third parties have made infringement and similar claims after we have acquired technology that had not been asserted prior 
to our acquisition. 
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We rely on the availability of third-party licenses. 


Many of our products are designed to include software or other intellectual property licensed from third parties. It may be necessary 
in the future to seek or renew licenses relating to various aspects of these products. There can be no assurance that the necessary 
licenses would be available on acceptable terms, if at all. The inability to obtain certain licenses or other rights or to obtain such 
licenses or rights on favorable terms, or the need to engage in litigation regarding these matters, could have a material adverse effect 
on our business, operating results, and financial condition. Moreover, the inclusion in our products of software or other intellectual 
property licensed from third parties on a nonexclusive basis could limit our ability to protect our proprietary rights in our products. 


Risks Related to Cybersecurity and Regulations 


Cyber-attacks, data breaches or malware may disrupt our operations, harm our operating results and financial condition, 
and damage our reputation or otherwise materially harm our business; and cyber-attacks or data breaches on our customers’ 
networks, or in cloud-based services provided by or enabled by us, could result in claims of liability against us, damage our 
reputation or otherwise materially harm our business. 


We experience cyber-attacks and other attempts to gain unauthorized access to our systems on a regular basis, and we anticipate 
continuing to be subject to such attempts. Despite our implementation of security measures, (1) our products and services, and 
(ii) the servers, data centers, and cloud-based solutions on which our and third-party data is stored, are vulnerable to cyber- 
attacks, data breaches, malware, and disruptions from unauthorized access, tampering or other theft or misuse, including by 
employees, malicious actors or inadvertent error. Such events have and could in the future compromise or disrupt access to or the 
operation of our products, services, and networks or those of our customers, or result in the information stored on our systems 
or those of our customers being improperly accessed, processed, disclosed, lost or stolen. We have not to date experienced a 
material event; however, the occurrence of any such event in the future could subject us to liability to our customers, suppliers, 
business partners and others, give rise to legal and/or regulatory action, could damage our reputation or otherwise materially 
harm our business, and could have a material adverse effect on our business, operating results, and financial condition. Efforts to 
limit the ability of malicious actors to disrupt the operations of the Internet or undermine our own security efforts may be costly 
to implement and may not be successful. Breaches of security in our customers’ networks, or in cloud-based services provided 
by or enabled by us, regardless of whether the breach is attributable to a vulnerability in our products or services, could result 
in claims of liability against us, damage our reputation or otherwise materially harm our business. 


Vulnerabilities and critical security defects, prioritization decisions regarding remedying vulnerabilities or security defects, 
failure of third-party providers to remedy vulnerabilities or security defects, or customers not deploying security releases or 
deciding not to upgrade products, services or solutions could result in claims of liability against us, damage our reputation, 
or otherwise materially harm our business. 


The products and services we sell to customers, and our cloud-based solutions, inevitably contain vulnerabilities or critical 
security defects which have not been remedied and cannot be disclosed without compromising security. We also make 
prioritization decisions in determining which vulnerabilities or security defects to fix and the timing of these fixes. Customers 
may also need to test security releases before they can be deployed which can delay implementation. In addition, we rely on 
third-party providers of software and cloud-based services, and we cannot control the rate at which they remedy vulnerabilities. 
When customers do not deploy specific releases, or decide not to upgrade to the latest versions of our products, services or cloud- 
based solutions containing the release, they may be left vulnerable. Vulnerabilities and critical security defects, prioritization 
errors in remedying vulnerabilities or security defects, failure of third-party providers to remedy vulnerabilities or security 
defects, or customers not deploying specific releases or deciding not to upgrade products, services or solutions could result in 
claims of liability against us, damage our reputation or otherwise materially harm our business. 


Our business, operating results and financial condition could be materially harmed by regulatory uncertainty applicable to 
our products and services. 


Changes in regulatory requirements applicable to the industries in which we operate, in the United States and in other countries, 
could materially affect the sales of our products and services. In particular, changes in telecommunications regulations could 
impact our service provider customers’ purchase of our products and offers, and they could also impact sales of our own 
regulated offers. In addition, evolving legal requirements restricting or controlling the collection, processing, or cross-border 
transmission of data, including regulation of cloud-based services, could materially affect our customers’ ability to use, and our 
ability to sell, our products and offers. Additional areas of uncertainty that could impact sales of our products and offers include 
laws and regulations related to encryption technology, environmental sustainability (including climate change), export control, 
product certification, and national security controls applicable to our supply chain. For example, new laws and regulations in 
response to climate change could result in increased energy efficiency for our products and increased compliance and energy 
costs. Changes in regulatory requirements in any of these areas could have a material adverse effect on our business, operating 
results, and financial condition. 
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Risks Related to Ownership of Our Stock 


Our stock price may be volatile. 


Historically, our common stock has experienced substantial price volatility, particularly as a result of variations between our 
actual financial results and the published expectations of analysts and as a result of announcements by our competitors and 
us. Furthermore, speculation in the press or investment community about our strategic position, financial condition, results of 
operations, business, security of our products, or significant transactions can cause changes in our stock price. In addition, the 
stock market has experienced extreme price and volume fluctuations that have affected the market price of many technology 
companies, in particular, and that have often been unrelated to the operating performance of these companies. These factors, 
as well as general economic and political conditions and the announcement of proposed and completed acquisitions or other 
significant transactions, or any difficulties associated with such transactions, by us or our current or potential competitors, 
may materially adversely affect the market price of our common stock in the future. Additionally, volatility, lack of positive 
performance in our stock price or changes to our overall compensation program, including our stock incentive program, may 
adversely affect our ability to retain key employees, virtually all of whom are compensated, in part, based on the performance 
of our stock price. 


Item 1B. Unresolved Staff Comments 
None. 
Item 2. Properties 


Our corporate headquarters are located at an owned site in San Jose, California, in the United States of America. The locations 
of our headquarters by geographic segment are as follows: 


Americas EMEA APJC 
San Jose, California, USA Amsterdam, Netherlands Singapore 


In addition to our headquarters site, we own additional sites in the United States, which include facilities in the surrounding 
areas of San Jose, California; Research Triangle Park, North Carolina; Richardson, Texas; and Lawrenceville, Georgia. We also 
own land for expansion in some of these locations. In addition, we lease office space in many U.S. locations. 


Outside the United States our operations are conducted primarily in leased sites. Other significant sites (in addition to the two 
non-U.S. headquarters locations) are located in Australia, Belgium, Canada, China, Germany, India, Japan, Mexico, Poland, 
and the United Kingdom. 


We believe that our existing facilities, including both owned and leased, are in good condition and suitable for the conduct of 
our business. 


Item 3. Legal Proceedings 


For a description of pending legal proceedings in which we are involved, see Note 14 “Commitments and Contingencies - (f) 
Legal Proceedings” of the Notes to Consolidated Financial Statements included in Item 8 of this Annual Report on Form 10-K, 
which is incorporated herein by reference. 


Item 4. Mine Safety Disclosures 


Not applicable. 
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PART II 


Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters, and Issuer Purchases of 
Equity Securities 


(a) Cisco common stock is traded on the Nasdaq Global Select Market under the symbol CSCO. There were 36,408 
registered stockholders as of September 3, 2021. 


(b) None. 


(c) Issuer purchases of equity securities (in millions, except per-share amounts): 


Approximate Dollar 
Value of Shares 
Total Total Number of Shares That May Yet Be 
Number of Purchased as Part of Purchased Under 
Shares Average Price Paid Publicly Announced the Plans or 
Period Purchased per Share Plans or Programs Programs 
May 2, 2021 to May 29, 2021 .................4. 5 $ 52.50 5 $ 8,477 
May 30, 2021 to June 26, 2021 ................. 4 $ 53.50 4 $ 8,240 
June 27, 2021 to July 31, 2021 oes ies ies mer ies ies 6 $ 53.82 6 $ 7,940 
Totali saa access rast een iA tate sso Gases bance Steed aA 15 $ 53.30 15 


On September 13, 2001, we announced that our Board of Directors had authorized a stock repurchase program. As of 
July 31, 2021, the remaining authorized amount for stock repurchases under this program is approximately $7.9 billion with no 
termination date. 


For the majority of restricted stock units granted, the number of shares issued on the date the restricted stock units vest is net of 
shares withheld to meet applicable tax withholding requirements. Although these withheld shares are not issued or considered 
common stock repurchases under our stock repurchase program and therefore are not included in the preceding table, they are 
treated as common stock repurchases in our financial statements as they reduce the number of shares that would have been 
issued upon vesting (see Note 15 to the Consolidated Financial Statements). 
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Stock Performance Graph 


The information contained in this Stock Performance Graph section shall not be deemed to be “soliciting material” or “filed” 
or incorporated by reference in future filings with the SEC, or subject to the liabilities of Section 18 of the Securities Exchange 
Act of 1934, as amended (the “Exchange Act”), except to the extent that Cisco specifically incorporates it by reference into a 
document filed under the Securities Act of 1933, as amended, or the Exchange Act. 


The following graph shows a five-year comparison of the cumulative total stockholder return on Cisco common stock with the 
cumulative total returns of the S&P 500 Index, and the S&P Information Technology Index. The graph tracks the performance 
of a $100 investment in the Company’s common stock and in each of the indexes (with the reinvestment of all dividends) on the 
date specified. Stockholder returns over the indicated period are based on historical data and should not be considered indicative 
of future stockholder returns. 


Comparison of 5-Year Cumulative Total Return Among Cisco Systems, Inc., 
the S&P 500 Index, and the S&P Information Technology Index 


July 2016 July 2017 July 2018 July 2019 July 2020 July 2021 
—E- Cisco Systems, Inc. --A-- S&P 500 -© - S&P Information Technology 
July 2016 July 2017 July 2018 July 2019 July 2020 July 2021 
Cisco Systems, Inc................006. $ 100.00 $ 106.89 $ 149.02 $ 203.37 $ 172.26 $ 212.11 
SAP l E E nee neat’ $ 100.00 $ 116.13 $ 134.99 $ 147.86 $ 160.26 $ 222.51 
S&P Information Technology........... $ 100.00 $ 130.17 $ 168.84 $ 196.81 $ 25467 $ 374.44 
Item 6. [Reserved] 


29 


Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations 


Forward-Looking Statements 


This Annual Report on Form 10-K, including this Management’s Discussion and Analysis of Financial Condition and Results 
of Operations, contains forward-looking statements regarding future events and our future results that are subject to the safe 
harbors created under the Securities Act of 1933, as amended (the “Securities Act”) and the Securities Exchange Act of 1934, 
as amended (the “Exchange Act”). All statements other than statements of historical facts are statements that could be deemed 
forward-looking statements. These statements are based on current expectations, estimates, forecasts, and projections about 
the industries in which we operate and the beliefs and assumptions of our management. Words such as “expects,” “anticipates,” 
“targets,” “goals,” “projects,” “intends,” “plans,” “believes,” “momentum,” “seeks,” “estimates,” “continues,” “endeavors,” 
“strives,” “may,” variations of such words, and similar expressions are intended to identify such forward-looking statements. 
In addition, any statements that refer to projections of our future financial performance, our anticipated growth and trends in 
our businesses, future responses to and effects of the COVID-19 pandemic, and other characterizations of future events or 
circumstances are forward-looking statements. Readers are cautioned that these forward-looking statements are only predictions 
and are subject to risks, uncertainties, and assumptions that are difficult to predict, including those under “Part I, Item 1A. 
Risk Factors,” and elsewhere herein. Therefore, actual results may differ materially and adversely from those expressed in any 
forward-looking statements. We undertake no obligation to revise or update any forward-looking statements for any reason. 


99 66 39 66 39 66 99 66 99 66 


OVERVIEW 


Cisco designs and sells a broad range of technologies that power the Internet. We are integrating our platforms across networking, 
security, collaboration, applications and the cloud. These platforms are designed to help our customers manage more users, 
devices and things connecting to their networks. This will enable us to provide customers with a highly secure, intelligent 
platform for their digital business. 


A summary of our results is as follows (in millions, except percentages and per-share amounts): 


Three Months Ended Years Ended 
July 31, July 25, July 31, July 25, 

2021 2020 Variance 2021 2020 Variance 
REVCDUG: : San 224.005 EA eats eee en nee $ 13,126 $ 12,154 8% $ 49,818 $ 49,301 1% 
Gross margin percentage ................4. 63.6% 63.2% 0.4 pts 64.0% 64.3% (0.3) pts 
Research and development................. $ 1,713 $ 1,565 9% $ 6,549 $ 6,347 3% 
Sales and marketing ....... ooon nunun $ 2,448 $ 2,218 10% $ 9,259 $ 9,169 1% 
General and administrative ................ $ 521 $ 494 5% $ 2,152 $ 1,925 12% 
Total R&D, sales and marketing, 
general and administrative................. $ 4,682 $ 4,277 9% $ 17,960 $17,441 3% 
Total as a percentage of revenue............. 35.7% 35.2% 0.5 pts 36.1% 35.4% 0.7 pts 
Amortization of purchased intangible assets 
included in operating expenses ............. $ 7 $ 33 139% $ 215 $ 141 52% 
Restructuring and other charges 
included in operating expenses ............. $ 8 $ 127 (94)% $ 886 $ 481 84% 
Operating income as a percentage of revenue . . 27.2% 26.7% 0.5 pts 25.8% 27.6% (1.8) pts 
Interest and other income (loss), net.......... $ 160 $ 59 171% $ 429 $ 350 23% 
Income tax percentage .................0.. 19.4% 20.3% (0.9) pts 20.1% 19.7% 0.4 pts 
NetinCOME nnay e aa R a $ 3,009 $ 2,636 14% $ 10,591 $ 11,214 (6)% 
Net income as a percentage of revenue ....... 22.9% 21.7% 1.2 pts 21.3% 22.7% (1.4) pts 
Earnings per share—diluted ............... $ 071 $ 0.62 15% $ 250 $ 2.64 (5)% 
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Fiscal 2021 Compared with Fiscal 2020 


In fiscal 2021, we delivered growth in revenue in a very challenging environment. As customers have accelerated their 
digitization and cloud investments stemming from the COVID-19 pandemic, we focused on executing and innovating to 
support and assist that transition. In the second half of fiscal 2021, we began to see customers prepare for office re-openings 
and hybrid work by increasing investments in their technologies. Total revenue increased by 1% compared with fiscal 2020. 
Our product revenue reflected growth in Security, partially offset by declines in Applications. Infrastructure Platforms was 
flat. We continued to make progress in the transition of our business model delivering increased software and subscriptions. 
We remain focused on accelerating innovation across our portfolio, and we believe that we have made continued progress on 
our strategic priorities. We continue to operate in a challenging macroeconomic and highly competitive environment. While 
the overall environment remains uncertain, we continue to aggressively invest in priority areas with the objective of driving 
profitable growth over the long term. 


Within total revenue, product revenue was flat and service revenue increased by 4%. Fiscal 2021 had 53 weeks, compared with 
52 weeks in fiscal 2020, thus our results for fiscal 2021 reflect an extra week compared with fiscal 2020. We estimate that a 
majority of our revenue increase was attributable to the extra week. In fiscal 2021, total software revenue was $15.0 billion across 
all product areas and service, an increase of 7%. Within total software revenue, subscription revenue increased 15%. Total gross 
margin decreased by 0.3 percentage points. Product gross margin decreased by 0.2 percentage points, due to lower productivity 
benefits largely driven by ongoing costs related to supply chain constraints. The effect of pricing erosion was moderate. We 
have partnered with several of our key suppliers utilizing our volume purchasing and extending supply coverage, including 
revising supplier arrangements, to address supply chain challenges. As a percentage of revenue, research and development, 
sales and marketing, and general and administrative expenses, collectively, increased by 0.7 percentage points. The total impact 
associated with the extra week on our cost of sales and operating expenses was approximately $150 million (excluding the 
impact of share-based compensation expense). Operating income as a percentage of revenue decreased by 1.8 percentage points. 
We incurred restructuring and other charges of $886 million, which resulted in a decrease of 6% in net income and a decrease 
of 5% in diluted earnings per share. 


In terms of our geographic segments, revenue from the Americas decreased by $0.1 billion, EMEA revenue increased by 
$0.3 billion and revenue in our APJC segment increased by $0.4 billion. The “BRICM” countries experienced a product revenue 
decline of 6% in the aggregate, driven by a decrease in product revenue across each of the BRICM countries with the exception 
of India. 


From a customer market standpoint, we experienced product revenue growth in the public sector and service provider markets 
partially offset by declines in the enterprise and commercial markets. As fiscal 2021 progressed, we saw improvement in business 
momentum in our customer markets, which we believe was related to an improving global macroeconomic environment. 


From a product category perspective, total product revenue was flat year over year, driven by growth in revenue in Security of 
7%, offset by a product revenue decline in Applications of 1%. Infrastructure Platforms was flat. 
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Fourth Quarter Snapshot 


For the fourth quarter of fiscal 2021, as compared with the fourth quarter of fiscal 2020, total revenue increased by 8%. Within 
total revenue, product revenue increased by 10% and service revenue increased by 3%. With regard to our geographic segment 
performance, on a year-over-year basis, revenue in the Americas, EMEA and APJC increased by 8%, 6% and 13%, respectively. 
From a product category perspective, we experienced product revenue growth in Infrastructure Platforms and Security, offset by 
declines in Applications. Total gross margin increased by 0.4 percentage points, driven by productivity benefits, and to a lesser 
extent, favorable product mix, partially offset by pricing erosion. As a percentage of revenue, research and development, sales 
and marketing, and general and administrative expenses collectively increased by 0.5 percentage points.Operating income as a 
percentage of revenue increased by 0.5 percentage points. Net income increased by 14% and diluted earnings per share increased 
by 15%. 


COVID-19 Pandemic Response Summary 


During this extraordinary time, our priority has been supporting our employees, customers, partners and communities, while 
positioning Cisco for the future. The pandemic has driven organizations across the globe to digitize their operations and support 
remote workforces at a faster speed and greater scale than ever before. We remain focused on providing the technology and 
solutions our customers need to accelerate their digital organizations. The actions we have taken and are taking include: 


Employees 
° Most of our global workforce is working from home. 


° Seamless transition to work from home with a long-standing flexible work policy, and we build the technologies that 
allow organizations to stay connected, secure and productive. 


° For the remainder who must be in the office to perform their roles, we are focused on their health and safety, and are 
taking all of the necessary precautions. 


Customer and Partners 


e Provided a variety of free offers and trials for our Webex and security technologies as they dramatically shifted entire 
workforces to be remote. 


Communities 
° Committed significant funds to support both global and local pandemic response efforts. 
° Provided technology and financial support for non-profits, first responders, and governments. 


° Donated personal protective equipment to hospital workers including N95 masks and face shields 3D-printed by 
Cisco volunteers around the world. 


We are moving towards a hybrid work model, giving our employees the flexibility to work offsite or at onsite Cisco locations. 


Strategy and Priorities 


As our customers add billions of new connections to their enterprises, and as more applications move to a multicloud 
environment, the network becomes even more critical. Our customers are navigating change at an unprecedented pace and our 
mission is to shape the future of the Internet by inspiring new possibilities for them by helping transform their infrastructure, 
expand applications and analytics, address their security needs, and empower their teams. We believe that our customers are 
looking for outcomes that are data-driven and provide meaningful business value through automation, security, and analytics 
across private, hybrid, and multicloud environments. Our strategy is to help our customers connect, secure, and automate in 
order to accelerate their digital agility in a cloud-first world. 


For a full discussion of our strategy and priorities, see “Item 1. Business.” 
Other Key Financial Measures 


The following is a summary of our other key financial measures for fiscal 2021 compared with fiscal 2020 (in millions): 


Fiscal 2021 Fiscal 2020 


Cash and cash equivalents and investments. . ...... 0... 0c cece cece tenes $ 24,518 $ 29,419 
Cash provided by operating activities ©... 0. cece teen eee eens $ 15,454 $ 15,426 
Deferred revere 4:55.45 sieihc t Ien ese ee BT ee See a tate tear arn ont ete ang ear ater aa: $ 22,164 $ 20,446 
Repurchases of common stock—stock repurchase program. ....... sssusa eee eee eee eens $ 2,902 $ 2,619 
Dividends paid meemi ea wr cr ae rr cee RE A $ 6,163 $ 6,016 
Inventories 2.0... ec ce eee ee nen eee eee be eee bebe bese E eben a $ 1,559 $ 1,282 


CRITICAL ACCOUNTING ESTIMATES 


The preparation of financial statements and related disclosures in conformity with accounting principles generally accepted 
in the United States requires us to make judgments, assumptions and estimates that affect the amounts reported in the 
Consolidated Financial Statements and accompanying notes. Note 2 to the Consolidated Financial Statements describes the 
significant accounting policies and methods used in the preparation of the Consolidated Financial Statements. The accounting 
policies described below are significantly affected by critical accounting estimates. Such accounting policies require significant 
judgments, assumptions, and estimates used in the preparation of the Consolidated Financial Statements, and actual results 
could differ materially from the amounts reported based on these policies. 


The inputs into certain of our judgments, assumptions and estimates considered the economic implications of the COVID-19 
pandemic on our critical and significant accounting estimates. The COVID-19 pandemic did not have a material impact on 
our significant judgments, assumptions and estimates that are reflected in our results for fiscal 2021. These estimates include: 
goodwill and identified purchased intangible assets and income taxes, among other items. The actual results that we experience 
may differ materially from our estimates. As the COVID-19 pandemic continues, many of our estimates could require increased 
judgment and carry a higher degree of variability and volatility. As events continue to evolve our estimates may change materially 
in future periods. 


Revenue Recognition 


We enter into contracts with customers that can include various combinations of products and services which are generally 
distinct and accounted for as separate performance obligations. As a result, our contracts may contain multiple performance 
obligations. We determine whether arrangements are distinct based on whether the customer can benefit from the product or 
service on its own or together with other resources that are readily available and whether our commitment to transfer the product 
or service to the customer is separately identifiable from other obligations in the contract. We classify our hardware, perpetual 
software licenses, and SaaS as distinct performance obligations. Term software licenses represent multiple obligations, which 
include software licenses and software maintenance. In transactions where we deliver hardware or software, we are typically 
the principal and we record revenue and costs of goods sold on a gross basis. 


We recognize revenue upon transfer of control of promised goods or services in a contract with a customer in an amount that 
reflects the consideration we expect to receive in exchange for those products or services. Transfer of control occurs once 
the customer has the contractual right to use the product, generally upon shipment, electronic delivery (or when the software 
is available for download by the customer), or once title and risk of loss has transferred to the customer. Transfer of control 
can also occur over time for software maintenance and services as the customer receives the benefit over the contract term. 
Our hardware and perpetual software licenses are distinct performance obligations where revenue is recognized upfront upon 
transfer of control. Term software licenses include multiple performance obligations where the term licenses are recognized 
upfront upon transfer of control, with the associated software maintenance revenue recognized ratably over the contract term as 
services and software updates are provided. SaaS arrangements do not include the right for the customer to take possession of 
the software during the term, and therefore have one distinct performance obligation which is satisfied over time with revenue 
recognized ratably over the contract term as the customer consumes the services. On our product sales, we record consideration 
from shipping and handling on a gross basis within net product sales. We record our revenue net of any associated sales taxes. 


Revenue is allocated among these performance obligations in a manner that reflects the consideration that we expect to be entitled 
to for the promised goods or services based on standalone selling prices (SSP). SSP is estimated for each distinct performance 
obligation and judgment may be required in their determination. The best evidence of SSP is the observable price of a product or 
service when we sell the goods separately in similar circumstances and to similar customers. In instances where SSP is not directly 
observable, we determine SSP using information that may include market conditions and other observable inputs. 


We assess relevant contractual terms in our customer contracts to determine the transaction price. We apply judgment in 
identifying contractual terms and determining the transaction price as we may be required to estimate variable consideration 
when determining the amount of revenue to recognize. Variable consideration includes potential contractual penalties and 
various rebate, cooperative marketing and other incentive programs that we offer to our distributors, channel partners and 
customers. When determining the amount of revenue to recognize, we estimate the expected usage of these programs, applying 
the expected value or most likely estimate and update the estimate at each reporting period as actual utilization becomes 
available. We also consider the customers' right of return in determining the transaction price, where applicable. If actual credits 
received by distributors under these programs were to deviate significantly from our estimates, which are based on historical 
experience, our revenue could be adversely affected. 


See Note 3 to the Consolidated Financial Statements for more details. 
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Loss Contingencies 


We are subject to the possibility of various losses arising in the ordinary course of business. We consider the likelihood of the 
incurrence of a liability, as well as our ability to reasonably estimate the amount of loss, in determining loss contingencies. 
An estimated loss contingency is accrued when it is probable that a liability has been incurred and the amount of loss can be 
reasonably estimated. We regularly evaluate information available to us to determine whether such accruals should be made or 
adjusted and whether new accruals are required. 


Third parties, including customers, have in the past and may in the future assert claims or initiate litigation related to exclusive 
patent, copyright, trademark, and other intellectual property rights to technologies and related standards that are relevant to us. 
These assertions have increased over time as a result of our growth and the general increase in the pace of patent claims assertions, 
particularly in the United States. If any infringement or other intellectual property claim made against us by any third party is 
successful, or if we fail to develop non-infringing technology or license the proprietary rights on commercially reasonable terms 
and conditions, our business, operating results, and financial condition could be materially and adversely affected. 


Goodwill and Purchased Intangible Asset Impairments 


Our methodology for allocating the purchase price relating to purchase acquisitions is determined through established valuation 
techniques. Goodwill represents a residual value as of the acquisition date, which in most cases results in measuring goodwill 
as an excess of the purchase consideration transferred plus the fair value of any noncontrolling interest in the acquired company 
over the fair value of net assets acquired, including contingent consideration. We perform goodwill impairment tests on an annual 
basis in the fourth fiscal quarter and between annual tests in certain circumstances for each reporting unit. The assessment of 
fair value for goodwill and purchased intangible assets is based on factors that market participants would use in an orderly 
transaction in accordance with the new accounting guidance for the fair value measurement of nonfinancial assets. 


In response to changes in industry and market conditions, we could be required to strategically realign our resources and 
consider restructuring, disposing of, or otherwise exiting businesses, which could result in an impairment of goodwill. There 
was no impairment of goodwill in fiscal 2021, 2020, and 2019. For the annual impairment testing in fiscal 2021, the excess of 
the fair value over the carrying value for each of our reporting units was $80.3 billion for the Americas, $73.0 billion for EMEA, 
and $33.2 billion for APJC. 


During the fourth quarter of fiscal 2021, we performed a sensitivity analysis for goodwill impairment with respect to each of 
our respective reporting units and determined that a hypothetical 10% decline in the fair value of each reporting unit would not 
result in an impairment of goodwill for any reporting unit. 


The fair value of acquired technology and patents, as well as acquired technology under development, is determined at acquisition 
date primarily using the income approach, which discounts expected future cash flows to present value. The discount rates used 
in the present value calculations are typically derived from a weighted-average cost of capital analysis and then adjusted to 
reflect risks inherent in the development lifecycle as appropriate. We consider the pricing model for products related to these 
acquisitions to be standard within the high-technology communications industry, and the applicable discount rates represent the 
rates that market participants would use for valuation of such intangible assets. 


We make judgments about the recoverability of purchased intangible assets with finite lives whenever events or changes in 
circumstances indicate that an impairment may exist. Recoverability of purchased intangible assets with finite lives is measured 
by comparing the carrying amount of the asset to the future undiscounted cash flows the asset is expected to generate. We 
review indefinite-lived intangible assets for impairment annually or whenever events or changes in circumstances indicate 
that the asset might be impaired. If the asset is considered to be impaired, the amount of any impairment is measured as the 
difference between the carrying value and the fair value of the impaired asset. Assumptions and estimates about future values 
and remaining useful lives of our purchased intangible assets are complex and subjective. They can be affected by a variety of 
factors, including external factors such as industry and economic trends, and internal factors such as changes in our business 
strategy and our internal forecasts. Our ongoing consideration of all the factors described previously could result in impairment 
charges in the future, which could adversely affect our net income. 


Income Taxes 


We are subject to income taxes in the United States and numerous foreign jurisdictions. Our effective tax rates differ from the 
statutory rate, primarily due to the tax impact of state taxes, foreign operations, R&D tax credits, foreign-derived intangible 
income deductions, global intangible low-taxed income, tax audit settlements, nondeductible compensation, international 
realignments, and transfer pricing adjustments. Our effective tax rate was 20.1%, 19.7%, and 20.2% in fiscal 2021, 2020, and 
2019, respectively. 
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Significant judgment is required in evaluating our uncertain tax positions and determining our provision for income taxes. 
Although we believe our reserves are reasonable, no assurance can be given that the final tax outcome of these matters will not 
be different from that which is reflected in our historical income tax provisions and accruals. We adjust these reserves in light of 
changing facts and circumstances, such as the closing of a tax audit or the refinement of an estimate. To the extent that the final 
tax outcome of these matters is different than the amounts recorded, such differences will impact the provision for income taxes 
in the period in which such determination is made. The provision for income taxes includes the impact of reserve provisions and 
changes to reserves that are considered appropriate, as well as the related net interest and penalties. 


Significant judgment is also required in determining any valuation allowance recorded against deferred tax assets. In assessing 
the need for a valuation allowance, we consider all available evidence, including past operating results, estimates of future 
taxable income, and the feasibility of tax planning strategies. In the event that we change our determination as to the amount of 
deferred tax assets that can be realized, we will adjust our valuation allowance with a corresponding impact to the provision for 
income taxes in the period in which such determination is made. 


Our provision for income taxes is subject to volatility and could be adversely impacted by earnings being lower than anticipated 
in countries that have lower tax rates and higher than anticipated in countries that have higher tax rates; by changes in the 
valuation of our deferred tax assets and liabilities; by changes to foreign-derived intangible income deduction, global intangible 
low-tax income and base erosion and anti-abuse tax laws, regulations, or interpretations thereof; by expiration of or lapses 
in tax incentives; by transfer pricing adjustments, including the effect of acquisitions on our legal structure; by tax effects of 
nondeductible compensation; by tax costs related to intercompany realignments; by changes in accounting principles; or by 
changes in tax laws and regulations, treaties, or interpretations thereof, including changes to the taxation of earnings of our foreign 
subsidiaries, the deductibility of expenses attributable to foreign income, and the foreign tax credit rules. Significant judgment 
is required to determine the recognition and measurement attributes prescribed in the accounting guidance for uncertainty in 
income taxes. The Organisation for Economic Co-operation and Development (OECD), an international association comprised 
of 38 countries, including the United States, has made changes and is contemplating additional changes to numerous long- 
standing tax principles. There can be no assurance that these changes and any contemplated changes if finalized, once adopted 
by countries, will not have an adverse impact on our provision for income taxes. As a result of certain of our ongoing employment 
and capital investment actions and commitments, our income in certain countries was subject to reduced tax rates. Our failure 
to meet these commitments could adversely impact our provision for income taxes. In addition, we are subject to the continuous 
examination of our income tax returns by the Internal Revenue Service (IRS) and other tax authorities. We regularly assess 
the likelihood of adverse outcomes resulting from these examinations to determine the adequacy of our provision for income 
taxes. There can be no assurance that the outcomes from these continuous examinations will not have an adverse impact on our 
operating results and financial condition. 
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RESULTS OF OPERATIONS 


A discussion regarding our financial condition and results of operations for fiscal 2021 compared to fiscal 2020 is presented 
below. A discussion regarding our financial condition and results of operations for fiscal 2020 compared to fiscal 2019 can 
be found under Item 7 in our Annual Report on Form 10-K for the fiscal year ended July 25, 2020, filed with the SEC on 
September 3, 2020. 


Revenue 


The following table presents the breakdown of revenue between product and service (in millions, except percentages): 


Years Ended 2021 vs. 2020 
July 31, July 25, July 27, Variance Variance 
2021 2020 2019 in Dollars in Percent 
Revenue: 
Produto ae sede. aeae aa ae era ai an ani aE gr ak $ 36,014 $ 35,978 $ 39,005 $ 36 —% 
Percentage of revenue... 06... cece eee 72.3% 73.0% 75.1% 
NCE VICE a e n ANS AR fancy ean ha hanes 13,804 13,323 12,899 481 4% 
Percentage of revente acrescer eee 27.7% 27.0% 24.9% 
Total 2.22 44024.0n2sde0d ted eadiand eed waders $ 49.818 $ 49.301 $ 51,904 $ 517 1% 


We manage our business primarily on a geographic basis, organized into three geographic segments. Our revenue, which 
includes product and service for each segment, is summarized in the following table (in millions, except percentages): 


Years Ended 2021 vs. 2020 
July 31, July 25, July 27, Variance Variance 
2021 2020 2019 in Dollars in Percent 
Revenue: 
PANCTICAS aeann aenn a NEEE E REES $ 29,161 $ 29,291 $ 30,927 $ (130) —% 
Percentage of revenue acre crrricridrisr idrus 58.5% 59.4% 59.6% 
EMEA ech creche en Ee AAE AEE E A AE 12,951 12,659 13,100 292 2% 
Percentage of revenue... 0... cee eee ee 26.0% 25.7% 25.2% 
APIC. aeei Bed dnee hed aR Oa ead OPS Oa oes 7,706 7,352 7,877 354 5% 
Percentage of revenue 0.6... cee 15.5% 14.9% 15.2% 
e eee re $ 49,818 $ 49.301 $ 51,904 $ S17 1% 


Amounts may not sum and percentages may not recalculate due to rounding. 


Total revenue in fiscal 2021 increased by 1% compared with fiscal 2020. Product revenue was flat and service revenue increased 
by 4%. Our total revenue reflected growth in EMEA and APJC. Americas was flat. Product revenue for the emerging countries 
of BRICM, in the aggregate, experienced a 6% product revenue decline, with decreases in each of these countries with the 
exception of India. 


In addition to the impact of macroeconomic factors, including the IT spending environment and the level of spending by 
government entities, revenue by segment in a particular period may be significantly impacted by several factors related to 
revenue recognition, including the complexity of transactions such as multiple performance obligations; the mix of financing 
arrangements provided to channel partners and customers; and final acceptance of the product, system, or solution, among other 
factors. In addition, certain customers tend to make large and sporadic purchases, and the revenue related to these transactions 
may also be affected by the timing of revenue recognition, which in turn would impact the revenue of the relevant segment. 


36 


Product Revenue by Segment 


The following table presents the breakdown of product revenue by segment (in millions, except percentages): 


Years Ended 2021 vs. 2020 
July 31, July 25, July 27, Variance Variance 
2021 2020 2019 in Dollars in Percent 
Product revenue: 
AMETICAS annuun teens $ 20,688 $ 21,006 $ 22,754 $ (318) (2)% 
Percentage of product revenue ............04. 57.5% 58.4% 58.3% 
EMEA (3 cee Geet eadee ta dee tetu dee dee aes 9,805 9,647 10,246 158 2% 
Percentage of product revenue ............... 27.2% 26.8% 26.3% 
APIC eia deh i taeda d dada deeded abs 5,521 5,326 6,005 195 4% 
Percentage of product revenue ............... 15.3% 14.8% 15.4% 
Tora d..eh cet ence AeA Ree Re MEN Ret, $ 36,014 $ 35,978 $ 39,005 $ 36 —% 


Amounts may not sum and percentages may not recalculate due to rounding. 


Americas 


Product revenue in the Americas segment decreased by 2%. The product revenue decrease was driven by declines in the 
enterprise and commercial markets, partially offset by growth in the public sector and service provider markets. From a country 
perspective, product revenue decreased by 1% in the United States, 18% in Mexico, and 9% in Brazil, partially offset by a 
product revenue increase of 4% in Canada. 


EMEA 


The increase in product revenue in the EMEA segment of 2% was driven by growth in the service provider and public sector 
markets, partially offset by declines in the commercial and enterprise markets. Product revenue from emerging countries within 
EMEA decreased by 7%, and product revenue for the remainder of the EMEA segment, which primarily consists of countries 
in Western Europe, increased by 4%. From a country perspective, product revenue increased by 4% in Germany, partially offset 
by declines in the United Kingdom and France by 1% and 2%, respectively. 


APJC 


Product revenue in the APJC segment increased by 4%, driven by growth in the public sector, service provider and enterprise 
markets, partially offset by declines in the commercial market. From a country perspective, product revenue increased in Japan, 
Australia and India by 11%, 6% and 3%, respectively, partially offset by a decline of 4% in China. 
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Product Revenue by Category 


In addition to the primary view on a geographic basis, we also prepare financial information related to product categories and 
customer markets for various purposes. We report our product revenue in the following categories: Infrastructure Platforms, 
Applications, Security, and Other Products. 


The following table presents product revenue by category (in millions, except percentages): 


Years Ended 2021 vs. 2020 
July 31, July 25, July 27, Variance Variance 
2021 2020 2019 in Dollars in Percent 
Product revenue: 
Infrastructure Platforms ......... 0... 00.0 cece eee eee eee $ 27,109 $ 27,219 $ 30,184 $ (110) —% 
Application «2.24%. 2othiw Gum id teat eke dad ede ah ae 5,504 5,568 5,803 (64) (1)% 
Security osi de0 hee hes hes heed elt ee eee se elt ela eee EO 3,382 3,158 2,822 224 7% 
Other Products... ooann nauona aaaea aLaaa araa 19 33 196 (14) (43)% 
Totals, 24.2. ctegseectt eh getter en a aa eens eat aa i E $ 36,014 $ 35,978 $ 39,005 $ 36 —% 


Amounts may not sum and percentages may not recalculate due to rounding. Prior period amounts have been reclassified to 
conform to the current period’s presentation. 


Infrastructure Platforms 


The Infrastructure Platforms product category represents our core networking offerings related to switching, routing, wireless, 
and the data center. Infrastructure Platforms revenue was flat compared to fiscal 2020, with growth in routing and wireless, 
offset by declines in switching and data center. This was the product area most impacted by the COVID-19 pandemic environment 
in the first half of fiscal 2021. Switching revenue declined in both campus switching and data center switching, although we 
had strong revenue growth in our Catalyst 9000 Series, Meraki switching offerings and Nexus 9000 Series. We experienced an 
increase in sales of routing products, with growth primarily in the service provider market. Wireless had strong growth driven 
by our Meraki and WiFi-6 products. Revenue from data center declined driven by continued market contraction impacting 
primarily our servers products. 


Applications 


The Applications product category includes our collaboration offerings (unified communications, Cisco TelePresence and 
conferencing) as well as IoT and AppDynamics analytics software offerings. Revenue in our Applications product category 
decreased by 1%, or $64 million, with a decline in Unified Communications and Cisco TelePresence partially offset by double 
digit growth in IoT software offerings and growth in Webex. 


Security 


Revenue in our Security product category increased 7%, or $224 million. Revenue from our cloud security portfolio reflected 
strong double-digit growth and continued momentum with our Duo and Umbrella offerings. 
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Service Revenue by Segment 


The following table presents the breakdown of service revenue by segment (in millions, except percentages): 


Years Ended 2021 vs. 2020 
July 31, July 25, July 27, Variance Variance 
2021 2020 2019 in Dollars in Percent 
Service revenue: 
ÅMETICAS Soh. aads doses doa artmasi a Gates Geary Greca rioa ee $ 8,472 $ 8,285 $ = 8,173 $ 187 2% 
Percentage of service revenue. .........0 eee 61.4% 62.2% 63.4% 
EMEA |. ice ceewnn HER eee PoP Sea eS 3,146 3,012 2,854 134 4% 
Percentage of service revenue. .... s... 22.8% 22.6% 22.1% 
APIC propres oai ie i ea bah aa dbs 2,186 2,026 1,872 160 8% 
Percentage of service revenue.. .............. 15.8% 15.2% 14.5% 
Totales a eae tata A $ 13.804 $ 13,323 $ 12,899 $ 481 4% 


Amounts may not sum and percentages may not recalculate due to rounding. 


Service revenue increased 4%, driven by growth in our maintenance business and solution support offerings. Service revenue 
increased across all geographic segments. Service revenue benefited from the extra week in fiscal 2021. 


Gross Margin 


The following table presents the gross margin for products and services (in millions, except percentages): 


AMOUNT PERCENTAGE 
Years Ended July 31,2021 July 25,2020 July 27,2019 July 31,2021 July 25,2020 July 27, 2019 
Gross margin: 
Product- rept ertrei nean A $ 22,714 $ 22,779 $ 24,142 63.1% 63.3% 61.9% 
SerVi Cee E NA E i 9,180 8,904 8,524 66.5% 66.8% 66.1% 
Total s saeara n a E de $ 31,894 $ 31,683 $ 32,666 64.0% 64.3% 62.9% 


Product Gross Margin 


The following table summarizes the key factors that contributed to the change in product gross margin percentage from fiscal 
2020 to fiscal 2021: 


Product 

Gross Margin 

Percentage 

Fiscal 2020 2.0.5 tek es a ieee heehee hte bee bee a a a E has ait E E E E BWR E ee A 63.3% 
Productivity... 0... eee e net bette beeen ete e teen ee neee 0.8% 
Product pricing. roc ise iec erake ake nee boo RAE Roe Kee he nee de Khe eee te ede ein oteoiveinet. (1.2)% 

Mix of products sold. assisas pni nE dee anes aan E ase have diene asus ieee slant iain glade gdb waa E A Aaa ARE 0.6% 
Legal and indemnification charge .... 1.0.0.0... 0.0. cent nent eee nenee (0.1)% 
OUNGES cerea egea tees eek e Sears eect Beet Reed coed Gc beh Sed doh bok dpa do WE ae eee aes (0.3)% 

Fiscal 202 Was coarse ace naana deen soa Sees deo Rae, Sasso aero ea aes ass es Ens act aaa a Se ease Bake See oan Seals 63.1% 


“ Productivity includes overall manufacturing-related costs, such as component costs, warranty expense, provision for inventory, freight, 
logistics, shipment volume, and other items not categorized elsewhere. 


Product gross margin decreased by 0.2 percentage points driven by pricing erosion, partially offset by favorable product mix 
and lower productivity benefits. The effect of pricing erosion was moderate driven by typical market factors and impacted each 
of our geographic segments. Productivity improvements were adversely impacted by ongoing costs related to supply chain 
constraints. The favorable mix was driven by changes in the proportion of products sold from each of our product categories. 


During fiscal 2021, we continued to manage through supply chain challenges seen industry wide due to component shortages, 
caused in part by the COVID-19 pandemic. These challenges resulted in increased costs (i.e. component costs, broker fees, 
expedited freight and overtime) which had a negative impact on product gross margin, and extended lead times to us and 
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our customers. We have partnered with several of our key suppliers utilizing our volume purchasing and extending supply 
coverage, including revising supplier arrangements, to address supply chain challenges. We believe these actions will enable us 
to optimize our access to critical components, including semiconductors. We expect these supply chain challenges to continue 
through at least the first half of fiscal 2022 and potentially into the second half of fiscal 2022. 


Productivity improvements were driven by memory cost savings and other cost reductions including value engineering efforts 
(e.g. component redesign, board configuration, test processes and transformation processes) and continued operational 
efficiency in manufacturing operations. 


Service Gross Margin 


Our service gross margin percentage decreased by 0.3 percentage points primarily due to higher headcount-related and delivery 
costs, partially offset by higher sales volume and to a lesser extent, favorable mix of service offerings. 


Our service gross margin normally experiences some fluctuations due to various factors such as the timing of contract initiations 
in our renewals, our strategic investments in headcount, and the resources we deploy to support the overall service business. 
Other factors include the mix of service offerings, as the gross margin from our advanced services is typically lower than the 
gross margin from technical support services. 


Gross Margin by Segment 


The following table presents the total gross margin for each segment (in millions, except percentages): 


AMOUNT PERCENTAGE 
Years Ended July 31,2021 July 25,2020 July 27,2019 July 31,2021 July 25,2020 July 27, 2019 
Gross margin: 
America Serene egea tak Rae eee He $ 19,499 $ 19,547 $ 20,338 66.9% 66.7% 65.8% 
BMEA accessed, sod ota othe ENNE 8,466 8,304 8,457 65.4% 65.6% 64.6% 
APIC tei oe ee oe ees 4,949 4,688 4,683 64.2% 63.8% 59.5% 
Segment total..................0000- 32,914 32,538 33,479 66.1% 66.0% 64.5% 
Unallocated corporate items .......... (1,020) (855) (813) 
Total. civic Gee oR Me ede deed oe $ 31,894 $ 31,683 $ 32,666 64.0% 64.3% 62.9% 


“ The unallocated corporate items include the effects of amortization and impairments of acquisition-related intangible assets, share-based 
compensation expense, significant litigation settlements and other contingencies, charges related to asset impairments and restructurings, 
and certain other charges. We do not allocate these items to the gross margin for each segment because management does not include such 
information in measuring the performance of the operating segments. 


Amounts may not sum and percentages may not recalculate due to rounding. 


We experienced a gross margin percentage increase in our Americas segment due to favorable product mix and productivity 
improvements, partially offset by pricing erosion. 


Gross margin in our EMEA segment decreased due to pricing erosion, partially offset by productivity improvements and, to 
a lesser extent, favorable product mix. Lower service gross margin also contributed to the decrease in the gross margin in this 
geographic segment. 


The APJC segment gross margin percentage increase was due to productivity improvements and favorable product mix, partially 
offset by pricing erosion. 


The gross margin percentage for a particular segment may fluctuate, and period-to-period changes in such percentages may or 
may not be indicative of a trend for that segment. 
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Research and Development (“R&D”), Sales and Marketing, and General and Administrative (“G&A”) Expenses 


R&D, sales and marketing, and G&A expenses are summarized in the following table (in millions, except percentages): 


Years Ended 2021 vs. 2020 
Variance in Variance in 
July 31, 2021 July 25, 2020 July 27, 2019 Dollars Percent 

Research and development................ $ 6,549 $ 6,347 $ 6,577 $ 202 3% 
Percentage of revenue .......... cece eee 13.1% 12.9% 12.7% 
Sales and marketing .................000. 9,259 9,169 9,571 90 1% 
Percentage of revenue ..... 06.0.0 cece 18.6% 18.6% 18.4% 
General and administrative ............... 2,152 1,925 1,827 227 12% 
Percentage of revenue ....... 06.0 c eee 4.3% 3.9% 3.5% 

TOtalansaes sue Bead 228 Bee eae ee $ 17,960 $ 17,441 $ 17,975 $ 519 3% 

Percentage of revenue... .........00 005 36.1% 35.4% 34.6% 


Fiscal 2021 had an extra week compared to fiscal 2020. The extra week in fiscal 2021 contributed to the increase in headcount- 
related expenses in our R&D, sales and marketing, and G&A expenses. 


R&D Expenses 


R&D expenses increased due to higher headcount-related expenses, higher share-based compensation expense, higher 
acquisition-related costs and higher contracted services spending, partially offset by lower discretionary spending. 


We continue to invest in R&D in order to bring a broad range of products to market in a timely fashion. If we believe that we 
are unable to enter a particular market in a timely manner with internally developed products, we may purchase or license 
technology from other businesses, or we may partner with or acquire businesses as an alternative to internal R&D. 


Sales and Marketing Expenses 


Sales and marketing expenses increased primarily due to higher headcount-related expenses, higher contracted services spending 
and higher share-based compensation expense, partially offset by lower discretionary spending. 


G&A Expenses 


G&A expenses increased due to the impact from the gain recognized on the sale of property in fiscal 2020 and higher headcount- 
related expenses. 


Effect of Foreign Currency 


In fiscal 2021, foreign currency fluctuations, net of hedging, increased the combined R&D, sales and marketing, and G&A 
expenses by approximately $214 million, or 1.2%, compared with fiscal 2020. 


Amortization of Purchased Intangible Assets 


The following table presents the amortization of purchased intangible assets (in millions): 


Years Ended July 31, 2021 July 25, 2020 July 27, 2019 
Amortization of purchased intangible assets: 
Cost of sallës 0.3. cae lain awe ha eed deeds PEE yee Pewee eee aaNet $ 716 $ 659 $ 624 
Operating expenses: erre En ox cb ERE one ox deh Oy one ERER 215 141 150 
91 ee A R EE E A $ 931 $ 800 $ 774 


The increase in amortization of purchased intangible assets was due largely to the amortization of purchased intangibles from 
our recent acquisitions. 
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Restructuring and Other Charges 


The following table presents restructuring and other charges (in millions): 


Years Ended July 31, 2021 July 25, 2020 July 27, 2019 
Restructuring and other charges included in operating expenses............ $ 886 $ 481 $ 322 


In the first quarter of fiscal 2021, we initiated a restructuring plan, which included a voluntary early retirement program, in 
order to realign the organization and enable further investment in key priority areas. The total pretax charges are estimated to be 
approximately $900 million. In connection with this restructuring plan, we incurred charges of $881 million during fiscal 2021. 
We substantially completed the Fiscal 2021 Plan in fiscal 2021 and do not expect any remaining charges related to this plan to 
be material. We estimate the Fiscal 2021 Plan will generate cost savings of approximately $1.0 billion on an annualized basis. 


We incurred total restructuring and other charges of $886 million in fiscal 2021. We incurred charges of $881 million related to 
the restructuring plan initiated during fiscal 2021 and the remainder of which was related to the restructuring plan announced 
during fiscal 2020. 


Operating Income 


The following table presents our operating income and our operating income as a percentage of revenue (in millions, except 
percentages): 


Years Ended July 31, 2021 July 25, 2020 July 27, 2019 
OPE rating COME gs career rnr ra e R e Ea E E E E $ 12,833 $ 13,620 $ 14,219 
Operating income as a percentage of revenue ............. 00 cece eee ee 25.8% 27.6% 27.4% 


Operating income decreased by 6%, and as a percentage of revenue operating income decreased by 1.8 percentage points. These 
changes resulted primarily from: higher restructuring and other charges and a gross margin percentage decrease (driven by 
pricing erosion, partially offset by productivity improvements and product mix), partially offset by a revenue increase. 


Interest and Other Income (Loss), Net 


Interest Income (Expense), Net The following table summarizes interest income and interest expense (in millions): 


Years Ended 2021 vs. 2020 
Variance 
July 31, 2021 July 25, 2020 July 27, 2019 in Dollars 
Interest incomes ..4% 5255005 50ban 5 oe eo ee ee moe ks $ 618 $ 920 $ 1,308 $ (302) 
Interestex pense: wise iy db oo RE Ra ES RA oe (434) (585) (859) 151 
Interest income (expense), net............. 0000005 $ 184 $ 335 $ 449 $ (151) 


Interest income decreased driven by lower interest rates and lower average balances of cash and available-for-sale debt 
investments. The decrease in interest expense was driven by a lower average debt balance and the impact of lower effective 
interest rates. 
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Other Income (Loss), Net The components of other income (loss), net, are summarized as follows (in millions): 


Years Ended 2021 vs. 2020 

Variance 

July 31, 2021 July 25, 2020 July 27, 2019 in Dollars 

Gains (losses) on investments, net: 

Available-for-sale debt investments................. $ 53 $ 42 $ (13) $ 11 
Marketable equity investments ................000- 6 (5) (3) 11 
Privately held investments...................0000- 266 95 6 171 
Net gains (losses) on investments ............... 325 132 (10) 193 
Other gains (losses), net... 2.0... 6... eee eee (80) (117) (87) 37 
Other income (loss), net.............0.00008 $ 245 $ 15 $ (97) $ 230 


The change in net gains (losses) on available-for-sale debt investments was primarily attributable to higher realized gains as a 
result of market conditions, and the timing of sales of these investments. The change in net gains (losses) on marketable equity 
investments was attributable to market value fluctuations and the timing of recognition of gains and losses. The change in net 
gains (losses) on privately held investments was primarily due to higher net unrealized gains and lower impairment charges, 
partially offset by lower realized gains. The change in other gains (losses), net was primarily driven by lower donation expense 
and favorable impacts from our equity derivatives, partially offset by unfavorable impacts from foreign exchange. 


Provision for Income Taxes 


The provision for income taxes resulted in an effective tax rate of 20.1% for fiscal 2021, compared with 19.7% for fiscal 2020. 
The net 0.4 percentage points increase in the effective tax rate was primarily due to a decrease in the tax benefit from foreign 
income taxed at other than U.S. rates, offset by an increase in foreign-derived intangible income deduction and a decrease in 
state taxes. 


For a full reconciliation of our effective tax rate to the U.S. federal statutory rate of 21% and for further explanation of our 
provision for income taxes, see Note 18 to the Consolidated Financial Statements. 


43 


LIQUIDITY AND CAPITAL RESOURCES 


The following sections discuss the effects of changes in our balance sheet, our capital allocation strategy including stock 
repurchase program and dividends, our contractual obligations, and certain other commitments and activities on our liquidity 
and capital resources. 


Balance Sheet and Cash Flows 


Cash and Cash Equivalents and Investments The following table summarizes our cash and cash equivalents and investments 
(in millions): 


Increase 
July 31, 2021 July 25, 2020 (Decrease) 
Cash and cash €quivalent .:.9.3-¢-06 008 ound whined webe ha dhe tbe d ke dbeaie $ 9,175 $ 11,809 $ (2,634) 
Available-for-sale debt investments. ..........0 00000 c cece ee eee eee 15,206 17,610 (2,404) 
Marketable equity securities 0.0... . eee cee eee ene aa 137 — 137 
R e EEEE E E PET A EN AEE $ 24,518 $ 29,419 $ (4,901) 


The net decrease in cash and cash equivalents and investments from fiscal 2020 to fiscal 2021 was primarily driven by net cash 
paid for acquisitions and divestitures of $7.0 billion, cash returned to stockholders in the form of repurchases of common stock 
of $2.9 billion under the stock repurchase program and cash dividends of $6.2 billion, net decrease in debt of $3.0 billion, net 
increase in restricted cash of $0.8 billion, and capital expenditures of $0.7 billion. These uses of cash were partially offset by 
cash provided by operating activities of $15.5 billion. 


In addition to cash requirements in the normal course of business, we have approximately $0.7 billion of the U.S. transition 
tax on accumulated earnings for foreign subsidiaries and $2.5 billion of long-term debt outstanding at July 31, 2021 that will 
mature within the next 12 months from the balance sheet date. See further discussion of liquidity and future payments under 
“Contractual Obligations” and “Liquidity and Capital Resource Requirements” below. 


We maintain an investment portfolio of various holdings, types, and maturities. We classify our investments as short-term 
investments based on their nature and their availability for use in current operations. We believe the overall credit quality of our 
portfolio is strong, with our cash equivalents and our available-for-sale debt investment portfolio consisting primarily of high 
quality investment-grade securities. We believe that our strong cash and cash equivalents and investments position is critical at 
this time of uncertainty due to the COVID-19 pandemic and allows us to use our cash resources for strategic investments to gain 
access to new technologies, for acquisitions, for customer financing activities, for working capital needs, and for the repurchase 
of shares of common stock and payment of dividends as discussed below. 


Securities Lending We periodically engage in securities lending activities with certain of our available-for-sale debt investments. 
These transactions are accounted for as a secured lending of the securities, and the securities are typically loaned only on 
an overnight basis. We require collateral equal to at least 102% of the fair market value of the loaned security and that the 
collateral be in the form of cash or liquid, high-quality assets. We engage in these secured lending transactions only with highly 
creditworthy counterparties, and the associated portfolio custodian has agreed to indemnify us against collateral losses. We did 
not experience any losses in connection with the secured lending of securities during the periods presented. 


Free Cash Flow and Capital Allocation As part of our capital allocation strategy, we intend to return a minimum of 50% of our 
free cash flow annually to our stockholders through cash dividends and repurchases of common stock. 


We define free cash flow as net cash provided by operating activities less cash used to acquire property and equipment. The 
following table reconciles our net cash provided by operating activities to free cash flow (in millions): 


Years Ended July 31,2021 July 25,2020 July 27, 2019 
Net cash provided by operating activities ...... 0.0... ee eee $ 15,454 $ 15,426 $ 15,831 
Acquisition of property and equipment ......... 0.0... eee eee eee (692) (770) (909) 
Free cash floW.. 0... ee een eee teen nee e eee e eee eneeeaes $ 14,762 $ 14,656 $ 14,922 


We expect that cash provided by operating activities may fluctuate in future periods as a result of a number of factors, including 
fluctuations in our operating results, the rate at which products are shipped during the quarter (which we refer to as shipment 
linearity), the timing and collection of accounts receivable and financing receivables, inventory and supply chain management, 
deferred revenue and the timing and amount of tax and other payments. For additional discussion, see “Part I, Item 1A. Risk 
Factors” in this report. 
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We consider free cash flow to be a liquidity measure that provides useful information to management and investors because 
of our intent to return a stated percentage of free cash flow to stockholders in the form of dividends and stock repurchases. 
We further regard free cash flow as a useful measure because it reflects cash that can be used to, among other things, invest in 
our business, make strategic acquisitions, repurchase common stock, and pay dividends on our common stock, after deducting 
capital investments. A limitation of the utility of free cash flow as a measure of financial performance and liquidity is that 
the free cash flow does not represent the total increase or decrease in our cash balance for the period. In addition, we have 
other required uses of cash, including repaying the principal of our outstanding indebtedness. Free cash flow is not a measure 
calculated in accordance with U.S. generally accepted accounting principles and should not be regarded in isolation or as an 
alternative for net cash provided by operating activities or any other measure calculated in accordance with such principles, and 
other companies may calculate free cash flow in a different manner than we do. 


The following table summarizes the dividends paid and stock repurchases (in millions, except per-share amounts): 


DIVIDENDS STOCK REPURCHASE PROGRAM TOTAL 
Weighted-Average 
Years Ended Per Share Amount Shares Price per Share Amount Amount 
July 31,2021 20. ees $ 146 $ 6,163 64 $ 45.48 $ 2,902 $ 9,065 
July 25,2020 ici ee ae oaks $ 142 $ 6,016 59 $ 44.36 $ 2,619 $ 8,635 
DU 27s 21D PE EE E a aniasananestnantestnacses $ 136 $ 5,979 418 $ 49.22 $ 20,577 $ 26,556 


Any future dividends are subject to the approval of our Board of Directors. 


The remaining authorized amount for stock repurchases under this program is approximately $7.9 billion, with no termination 
date. 


Accounts Receivable, Net The following table summarizes our accounts receivable, net (in millions): 


Increase 
July 31, 2021 July 25, 2020 (Decrease) 
Accounts receivable, net... 00... rreraren eens $ 5,766 $ 5,472 $ 294 
Our accounts receivable net, as of July 31, 2021 increased by approximately 5% compared with the end of fiscal 2020. 
Inventory Supply Chain The following table summarizes our inventories (in millions): 
Increase 
July 31, 2021 July 25, 2020 (Decrease) 
liventi Serrara ar hee ees ew ahs ed a ween a ee ae $ 1,559 $ 1,282 $ 277 


Inventory as of July 31, 2021 increased by 22% from our inventory balance at the end of fiscal 2020. The increase in inventory 
was primarily due to an increase in raw materials, partially offset by a decrease in finished goods. 


We purchase components from a variety of suppliers and use several contract manufacturers to provide manufacturing services 
for our products. During the normal course of business, in order to manage manufacturing lead times and help ensure adequate 
component supply, we enter into agreements with contract manufacturers and suppliers that allow them to procure inventory 
based upon criteria as defined by us or that establish the parameters defining our requirements and our commitment to securing 
manufacturing capacity. 


Our purchase commitments are for short-term product manufacturing requirements as well as for commitments to suppliers 
to secure manufacturing capacity. Certain of our purchase commitments with contract manufacturers and suppliers relate to 
arrangements to secure long-term supply and pricing for certain product components for multi-year periods. A significant 
portion of our reported purchase commitments arising from these agreements are firm, noncancelable, and unconditional 
commitments. In certain instances, these agreements allow us the option to cancel, reschedule, and adjust our requirements 
based on our business needs prior to firm orders being placed. We believe our inventory and purchase commitments are in line 
with our current demand forecasts. 
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The following table summarizes our purchase commitments with contract manufacturers and suppliers (in millions): 


Commitments by Period July 31,2021 July 25, 2020 
Less than Tycan: i iet i a a ce enn cence nn ee aE tebe etn beens $ 6,903 $ 3,994 
HOS ye anaa a a a aoc ares essa S S S S E E E Say, Se ars 1,806 412 
3 tos VOUS ve fe once eae eee eee hee eee bee E ee E A E EEDEN 1,545 — 

Totales E E EA EEA ENEE EE E EA AE ERENG $ 10,254 $ 4,406 


The increase in purchase commitments with contract manufacturers and suppliers compared with the end of fiscal 2020 was 
due to arrangements to secure long-term supply and pricing for certain product components for multi-year periods. We have 
partnered with several of our key suppliers utilizing our volume purchasing and extending supply coverage, including revising 
supplier arrangements, to address supply chain challenges. 


Inventory and supply chain management remain areas of focus as we balance the need to maintain supply chain flexibility to 
help ensure competitive lead times with the risk of inventory obsolescence because of rapidly changing technology and customer 
requirements. We believe the amount of our inventory and purchase commitments is appropriate for our revenue levels. 


Financing Receivables and Guarantees The following table summarizes our financing receivables (in millions): 


Increase 
July 31,2021 July 25, 2020 (Decrease) 
Lease receivables, net... 0.0. cece eee ke ee reece e eevee ee nnen ani $ 1,697 $ 2,088 $ (391) 
Loan receivables, net... 0.0... cence een ene n eee e nes 5,117 5,856 (739) 
Financed service contracts, Dets seriens enan AE cece tence eee 2,450 2,821 (371) 
CAAT begs ee ae tee ke rte pte cde es tes ete ae ie teeta $ 9,264 $ 10,765 $ (1,501) 


Financing Receivables Our financing arrangements include leases, loans, and financed service contracts. Lease receivables 
include sales-type leases. Arrangements related to leases are generally collateralized by a security interest in the underlying 
assets. Our loan receivables include customer financing for purchases of our hardware, software and services and also may 
include additional funds for other costs associated with network installation and integration of our products and services. We 
also provide financing to certain qualified customers for long-term service contracts, which primarily relate to technical support 
services. The majority of the revenue from these financed service contracts is deferred and is recognized ratably over the period 
during which the services are performed. Financing receivables decreased by 14%. 


Financing Guarantees In the normal course of business, third parties may provide financing arrangements to our customers 
and channel partners under financing programs. The financing arrangements to customers provided by third parties are related 
to leases and loans and typically have terms of up to three years. In some cases, we provide guarantees to third parties for these 
lease and loan arrangements. The financing arrangements to channel partners consist of revolving short-term financing provided 
by third parties, with payment terms generally ranging from 60 to 90 days. In certain instances, these financing arrangements 
result in a transfer of our receivables to the third party. The receivables are derecognized upon transfer, as these transfers qualify 
as true sales, and we receive payments for the receivables from the third party based on our standard payment terms. 


The volume of channel partner financing was $26.7 billion, $26.9 billion, and $29.6 billion in fiscal 2021, 2020, and 2019, 
respectively. These financing arrangements facilitate the working capital requirements of the channel partners, and in some 
cases, we guarantee a portion of these arrangements. The balance of the channel partner financing subject to guarantees was 
$1.3 billion and $1.1 billion as of July 31, 2021 and July 25, 2020, respectively. We could be called upon to make payments under 
these guarantees in the event of nonpayment by the channel partners or end-user customers. Historically, our payments under 
these arrangements have been immaterial. Where we provide a guarantee, we defer the revenue associated with the channel 
partner and end-user financing arrangement in accordance with revenue recognition policies, or we record a liability for the fair 
value of the guarantees. In either case, the deferred revenue is recognized as revenue when the guarantee is removed. As of July 
31, 2021, the total maximum potential future payments related to these guarantees was approximately $160 million, of which 
approximately $21 million was recorded as deferred revenue. 
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Borrowings 


Senior Notes The following table summarizes the principal amount of our senior notes (in millions): 


Maturity Date July 31,2021 July 25, 2020 
Senior notes: 
Fixed-rate notes: 

DDO Yarns etc etree E E E hates E alates ali E celts February 28, 2021 $ — $ 2,500 
2.90% onnaa naana March 4, 2021 — 500 
LES e a n RAR E E LAS eG he A E ENSA September 20, 2021 2,000 2,000 

BO OY 0 e rE N Slane A E RS June 15, 2022 500 500 
POO 22 ns R ERRE R EE EA EREE EEEE A SR February 28, 2023 500 500 
Z220 en bees eset otk sb E E E RE gd gad ek PE A September 20, 2023 750 750 
IGL Fae hae ac geen ee a Re ae ene ee ee ee March 4, 2024 1,000 1,000 
PSO 7 E czech Does delves ooh delete Ie cena ech te aaa Aaa toe ch i June 15, 2025 500 500 
DDO: EEEE EE indie insud ced AE EE February 28, 2026 750 750 
DDO A aE dna dn tyne eke GE yes Ges ges een ee AY A A September 20, 2026 1,500 1,500 
SOO eas Sbcio-g ced Wiss Doce tang bat alata) a ata guar a Shoal a OSL pad ENE daeecdton February 15, 2039 2,000 2,000 
SOW nce nny cae in a en end ee en ene ok cok eoereY January 15, 2040 2,000 2,000 
Total a nei e id oeades hee deh edad bar der ied ees $ 11,500 $ 14,500 


Interest is payable semiannually on each class of the senior fixed-rate notes, each of which is redeemable by us at any time, 
subject to a make-whole premium. We were in compliance with all debt covenants as of July 31, 2021. 


Our $2.0 billion senior fixed-rate notes with a maturity date of September 20, 2021 were redeemed on August 20, 2021, pursuant 
to our par call redemption option. The redemption price was equal to 100% of the principal amount plus any accrued and unpaid 
interest to, but excluding, August 20, 2021. 


Commercial Paper We have a short-term debt financing program in which up to $10.0 billion is available through the issuance 
of commercial paper notes. We use the proceeds from the issuance of commercial paper notes for general corporate purposes. 
We had no commercial paper outstanding as of July 31, 2021 and July 25, 2020. 


Credit Facility On May 13, 2021, we entered into a 5-year credit agreement with certain institutional lenders that provides for a 
$3.0 billion unsecured revolving credit facility that is scheduled to expire on May 13, 2026. The credit agreement is structured 
as an amendment and restatement of our 364-day credit agreement which would have terminated on May 14, 2021. As of July 
31, 2021, we were in compliance with the required interest coverage ratio and the other covenants, and we had not borrowed any 
funds under the credit agreement. Any advances under the 5-year credit agreement will accrue interest at rates that are equal 
to, based on certain conditions, either (a) with respect to loans in U.S. dollars, (i) LIBOR or (11) the Base Rate (to be defined as 
the highest of (x) the Bank of America prime rate, (y) the Federal Funds rate plus 0.50% and (z) a daily rate equal to one-month 
LIBOR plus 1.0%), (b) with respect to loans in Euros, EURIBOR, (c) with respect to loans in Yen, TIBOR and (d) with respect 
to loans in Pounds Sterling, SONIA plus a credit spread adjustment, plus a margin that is based on our senior debt credit ratings 
as published by Standard & Poor’s Financial Services, LLC and Moody’s Investors Service, Inc., provided that in no event will 
the interest rate be less than 0.0%. We will pay a quarterly commitment fee during the term of the 5-year credit agreement 
which may vary depending on our senior debt credit ratings. In addition, the 5-year credit agreement incorporates certain 
sustainability-linked metrics. Specifically, our applicable interest rate and commitment fee are subject to upward or downward 
adjustments if we achieve, or fail to achieve, certain specified targets based on two key performance indicator metrics: (i) social 
impact and (ii) foam reduction. We may also, upon the agreement of either the then-existing lenders or additional lenders not 
currently parties to the agreement, increase the commitments under the credit facility by up to an additional $2.0 billion and, 
at our option, extend the maturity of the facility for an additional year up to two times. The credit agreement requires that we 
comply with certain covenants, including that we maintain an interest coverage ratio as defined in the agreement. 
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Remaining Performance Obligations The following table presents the breakdown of remaining performance obligations 
(in millions): 


Increase 
July 31,2021 July 25,2020 (Decrease) 
Produtt-siesaea aen aiea e a a E E e Ea teas Meseg Masud tare tun gen weit $ 13,270 $ 11,261 $ 2,009 
SeLVICC Sock ons on on one cab oaks cae cole cock cca) Savy cab yciat y deat y.diat y deat EERE dat pwn ee 17,623 17,093 530 
Total orenean recede Gch: A AN A A A E ed ecedee eden tones $ 30.893 $ 28,354 $ 2,539 


Total remaining performance obligations increased 9% in fiscal 2021. Remaining performance obligations for product and 
service increased 18% and 3%, respectively, compared to fiscal 2020. 


Deferred Revenue The following table presents the breakdown of deferred revenue (in millions): 


Increase 

July 31,2021 July 25,2020 (Decrease) 

PROC EE E EE EE Scene base bases tasers A EE SE tate, taco, fade facee,te tee tats $ 9,416 $ 7,895 $ 1,521 

DEVICE: 626.59 had sod ead Ov HA ROU EA Ra Saw Deena ea teane dean EE 12,748 12,551 197 

TT OGAL! cc aceasta AE E E EE E E EN EN A A SE IEE E T EE EE $ 22,164 $ 20,446 $ 1,718 
Reported as: 

EON EE TE EE EAA E te A Grates EE S A E te E E E E A $ 12,148 $ 11,406 $ 742 

NONCOTEDG: eat ea EE E A E eo R A 10,016 9,040 976 

Otala eaa e e ie a bbb de Bea POR E a ROR RR Do ade E $ 22,164 $ 20,446 $ 1,718 


Total deferred revenue increased 8% in fiscal 2021. The increase in deferred product revenue of 19% was primarily due to 
increased deferrals related to our recurring software offerings. The increase in deferred service revenue was driven by the 
impact of contract renewals, partially offset by amortization of deferred service revenue. 


Contractual Obligations 


The impact of contractual obligations on our liquidity and capital resources in future periods should be analyzed in conjunction 
with the factors that impact our cash flows from operations discussed previously. In addition, we plan for and measure our 
liquidity and capital resources through an annual budgeting process. The following table summarizes our contractual obligations 
at July 31, 2021 (in millions): 


PAYMENTS DUE BY PERIOD 
Less than 1 lto3 3 to5 More than 

July 31, 2021 Total Year Years Years 5 Years 
Operating leases ccs head esate ie barnes eE $ 1,245 $ 355 $ 474 $ 197 $ 219 
Purchase commitments with contract manufacturers 
and suppliers. .... 0.0... 0c cece ENRERE ES 10,254 6,903 1,806 1,545 — 
Other purchase obligations... ...............005 1,074 584 336 96 58 
Senior NOTES: sx sora aea aa Scans: Seles Sah E EO E E 11,500 2,500 2,250 1,250 5,500 
Transition tax payable....... 00.0.0... cee tpe tgs 6,910 727 2,091 4,092 — 
Other long-term liabilities ..................000. 1,428 — 291 160 977 

Total by period .... n.n 0.0... cece cee eee $ 32,411 $ 11,069 $ 7,248 $ 7,340 $ 6,754 
Other long-term liabilities (uncertainty in the timing 
of future payments).... 0.2.0.0... ined ce eee eee 2,490 

Totale ee Beene echt taee ocean $ 34,901 


Operating Leases For more information on our operating leases, see Note 8 to the Consolidated Financial Statements. 


Purchase Commitments with Contract Manufacturers and Suppliers We purchase components from a variety of suppliers 
and use several contract manufacturers to provide manufacturing services for our products. Our purchase commitments are 
for short-term product manufacturing requirements as well as for commitments to suppliers to secure manufacturing capacity. 
Certain of our purchase commitments with contract manufacturers and suppliers relate to arrangements to secure long-term 
pricing for certain product components for multi-year periods. A significant portion of our reported estimated purchase 
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commitments arising from these agreements are firm, noncancelable, and unconditional commitments. We record a liability for 
firm, noncancelable, and unconditional purchase commitments for quantities in excess of our future demand forecasts consistent 
with the valuation of our excess and obsolete inventory. See further discussion in “Inventory Supply Chain.” 


Other Purchase Obligations Other purchase obligations represent an estimate of all contractual obligations in the ordinary 
course of business, other than operating leases and commitments with contract manufacturers and suppliers, for which we 
have not received the goods or services. Purchase orders are not included in the preceding table as they typically represent our 
authorization to purchase rather than binding contractual purchase obligations. 


Long-Term Debt The amount of long-term debt in the preceding table represents the principal amount of the respective debt 
instruments. See Note 12 to the Consolidated Financial Statements. 


Transition Tax Payable Transition tax payable represents future cash tax payments associated with the one-time U.S. transition 
tax on accumulated earnings of foreign subsidiaries as a result of the Tax Cuts and Jobs Act (“the Tax Act”). See Note 18 to the 
Consolidated Financial Statements. 


Other Long-Term Liabilities Other long-term liabilities primarily include noncurrent income taxes payable, accrued Liabilities 
for deferred compensation, deferred tax liabilities, and certain other long-term liabilities. Due to the uncertainty in the timing of 
future payments, our noncurrent income taxes payable of approximately $2.4 billion and deferred tax liabilities of $134 million 
were presented as one aggregated amount in the total column on a separate line in the preceding table. Noncurrent income taxes 
payable include uncertain tax positions. See Note 18 to the Consolidated Financial Statements. 


Other Commitments 


In connection with our acquisitions, we have agreed to pay certain additional amounts contingent upon the achievement of 
certain agreed-upon technology, development, product, or other milestones or the continued employment with us of certain 
employees of the acquired entities. See Note 14 to the Consolidated Financial Statements. 


We also have certain funding commitments primarily related to our privately held investments, some of which may be based 
on the achievement of certain agreed-upon milestones, and some of which are required to be funded on demand. The funding 
commitments were $0.2 billion and $0.3 billion as of July 31, 2021 and July 25, 2020, respectively. 


Off-Balance Sheet Arrangements 


We consider our investments in unconsolidated variable interest entities to be off-balance sheet arrangements. In the ordinary 
course of business, we have privately held investments and provide financing to certain customers. Certain of these investments 
are considered to be variable interest entities. We evaluate on an ongoing basis our privately held investments and customer 
financings, and we have determined that as of July 31, 2021 there were no material unconsolidated variable interest entities. 


On an ongoing basis, we reassess our privately held investments and customer financings to determine if they are variable 
interest entities and if we would be regarded as the primary beneficiary pursuant to the applicable accounting guidance. As a 
result of this ongoing assessment, we may be required to make additional disclosures or consolidate these entities. Because we 
may not control these entities, we may not have the ability to influence these events. 


We provide financing guarantees, which are generally for various third-party financing arrangements extended to our channel 
partners and end-user customers. We could be called upon to make payments under these guarantees in the event of nonpayment 
by the channel partners or end-user customers. See the previous discussion of these financing guarantees under “Financing 
Receivables and Guarantees.” 


Liquidity and Capital Resource Requirements 


While the COVID-19 pandemic has not materially impacted our liquidity and capital resources to date, it has led to increased 
disruption and volatility in capital markets and credit markets. The pandemic and resulting economic uncertainty could adversely 
affect our liquidity and capital resources in the future. Based on past performance and current expectations, we believe our cash 
and cash equivalents, investments, cash generated from operations, and ability to access capital markets and committed credit 
lines will satisfy, through at least the next 12 months, our liquidity requirements, both in total and domestically, including the 
following: working capital needs, capital expenditures, investment requirements, stock repurchases, cash dividends, contractual 
obligations, commitments, principal and interest payments on debt, pending acquisitions, future customer financings, and other 
liquidity requirements associated with our operations. There are no other transactions, arrangements, or relationships with 
unconsolidated entities or other persons that are reasonably likely to materially affect the liquidity and the availability of, as well 
as our requirements for, capital resources. 
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk 


Our financial position is exposed to a variety of risks, including interest rate risk, equity price risk, and foreign currency 
exchange risk. We have seen an increase in these risks and related uncertainties with increased volatility in the financial markets 
in the current environment with the COVID-19 pandemic. 


Interest Rate Risk 


Available-for-Sale Debt Investments We maintain an investment portfolio of various holdings, types, and maturities. Our 
primary objective for holding available-for-sale debt investments is to achieve an appropriate investment return consistent 
with preserving principal and managing risk. At any time, a sharp rise in market interest rates could have a material adverse 
impact on the fair value of our available-for-sale debt investment portfolio. Conversely, declines in interest rates as has also 
happened recently, including the impact from lower credit spreads, could have a material adverse impact on interest income for 
our investment portfolio. We may utilize derivative instruments designated as hedging instruments to achieve our investment 
objectives. We had no outstanding hedging instruments for our available-for-sale debt investments as of July 31, 2021. Our 
available-for-sale debt investments are held for purposes other than trading. Our available-for-sale debt investments are not 
leveraged as of July 31, 2021. We monitor our interest rate and credit risks, including our credit exposures to specific rating 
categories and to individual issuers. We believe the overall credit quality of our portfolio is strong. 


The following tables present the hypothetical fair values of our available-for-sale debt investments, including the hedging effects 
when applicable, as a result of selected potential market decreases and increases in interest rates. The market changes reflect 
immediate hypothetical parallel shifts in the yield curve of plus or minus 50 basis points (BPS), plus 100 BPS, and plus 150 BPS. 
The hypothetical fair values as of July 31, 2021 and July 25, 2020 are as follows (in millions): 


VALUATION OF SECURITIES VALUATION OF SECURITIES 
GIVEN AN INTEREST RATE FAIR VALUE GIVEN AN INTEREST RATE 
DECREASE OF X BASIS POINTS AS OF INCREASE OF X BASIS POINTS 
(150 BPS) (100 BPS) (50 BPS) JULY 31, 2021 50 BPS 100 BPS 150 BPS 
Available-for-sale debt investments... $15,537 $15,427 $15,317 $15,206 $15,096 $14,986 $14,875 
VALUATION OF SECURITIES VALUATION OF SECURITIES 
GIVEN AN INTEREST RATE FAIR VALUE GIVEN AN INTEREST RATE 
DECREASE OF X BASIS POINTS AS OF INCREASE OF X BASIS POINTS 
(150 BPS) (100 BPS) (50 BPS) JULY 25, 2020 50 BPS 100 BPS 150 BPS 
Available-for-sale debt investments... $17,877 $17,788 $17,699 $17,610 $17,522 $17,433 $17,344 


Financing Receivables As of July 31, 2021, our financing receivables had a carrying value of $9.3 billion, compared with $10.8 
billion as of July 25, 2020. As of July 31, 2021, a hypothetical 50 BPS increase or decrease in market interest rates would change 
the fair value of our financing receivables by a decrease or increase of approximately $0.1 billion, respectively. 


Debt As of July 31, 2021, we had $11.5 billion in principal amount of senior fixed-rate notes outstanding. The carrying amount 
of the senior notes was $11.5 billion, and the related fair value based on market prices was $13.7 billion. As of July 31, 2021, a 
hypothetical 50 BPS increase or decrease in market interest rates would change the fair value of the fixed-rate debt, excluding 
the $2.0 billion of hedged debt, by a decrease or increase of approximately $0.4 billion, respectively. However, this hypothetical 
change in interest rates would not impact the interest expense on the fixed-rate debt that is not hedged. 


Equity Price Risk 


Marketable Equity Investments The fair value of our marketable equity investments is subject to market price volatility. We 
hold equity securities for strategic purposes or to diversify our overall investment portfolio. These equity securities are held 
for purposes other than trading. As of July 31, 2021, the total fair value of our investments in marketable equity securities was 
$137 million. We had no outstanding marketable equity securities as of July 25, 2020. 


Privately Held Investments These investments are recorded in other assets in our Consolidated Balance Sheets. As of July 31, 
2021, the total carrying amount of our investments in privately held investments was $1.5 billion, compared with $1.3 billion 
at July 25, 2020. Some of these companies in which we invested are in the startup or development stages. These investments 
are inherently risky because the markets for the technologies or products these companies are developing are typically in the 
early stages and may never materialize. We could lose our entire investment in these companies. Our evaluation of privately 
held investments is based on the fundamentals of the businesses invested in, including, among other factors, the nature of their 
technologies and potential for financial return. 
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Foreign Currency Exchange Risk 
Our foreign exchange forward contracts outstanding at fiscal year-end are summarized in U.S. dollar equivalents as follows 


(in millions): 


July 31, 2021 July 25, 2020 


Notional Amount Fair Value Notional Amount Fair Value 


Forward contracts: 
Purchased... 0... aare ienn cc CTE AEE DACE DEUE OA RESANS ENS $ 2,441 $ (14) $ 2,441 $ 1 
Solder a RRE AE E E A ORERE RRE $ 1,698 $ 12 $ 1,874 $ 4 


At July 31, 2021 and July 25, 2020, we had no option contracts outstanding. 


We conduct business globally in numerous currencies. The direct effect of foreign currency fluctuations on revenue has not 
been material because our revenue is primarily denominated in U.S. dollars. However, if the U.S. dollar strengthens relative to 
other currencies, such strengthening could have an indirect effect on our revenue to the extent it raises the cost of our products 
to non-U.S. customers and thereby reduces demand. A weaker U.S. dollar could have the opposite effect. However, the precise 
indirect effect of currency fluctuations is difficult to measure or predict because our revenue is influenced by many factors in 
addition to the impact of such currency fluctuations. 


Approximately 70% of our operating expenses are U.S.-dollar denominated. In fiscal 2021, foreign currency fluctuations, net 
of hedging, increased our combined R&D, sales and marketing, and G&A expenses by approximately $214 million, or 1.2%, 
as compared with fiscal 2020. To reduce variability in operating expenses and service cost of sales caused by non-U.S.-dollar 
denominated operating expenses and costs, we may hedge certain forecasted foreign currency transactions with currency options 
and forward contracts. These hedging programs are not designed to provide foreign currency protection over long time horizons. 
In designing a specific hedging approach, we consider several factors, including offsetting exposures, significance of exposures, 
costs associated with entering into a particular hedge instrument, and potential effectiveness of the hedge. The gains and losses 
on foreign exchange contracts mitigate the effect of currency movements on our operating expenses and service cost of sales. 


We also enter into foreign exchange forward and option contracts to reduce the short-term effects of foreign currency fluctuations 
on receivables and payables that are denominated in currencies other than the functional currencies of the entities. The market 
risks associated with these foreign currency receivables and payables relate primarily to variances from our forecasted foreign 
currency transactions and balances. We do not enter into foreign exchange forward or option contracts for speculative purposes. 
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Report of Independent Registered Public Accounting Firm 
To the Board of Directors and Stockholders of Cisco Systems, Inc. 
Opinions on the Financial Statements and Internal Control over Financial Reporting 


We have audited the accompanying consolidated balance sheets of Cisco Systems, Inc. and its subsidiaries (the ““Company”) 
as of July 31, 2021 and July 25, 2020, and the related consolidated statements of operations, comprehensive income, equity and 
cash flows for each of the three years in the period ended July 31, 2021, including the related notes and schedule of valuation and 
qualifying accounts for each of the three years in the period ended July 31, 2021 appearing under Item 15 (collectively referred 
to as the “consolidated financial statements”). We also have audited the Company’s internal control over financial reporting as 
of July 31, 2021, based on criteria established in Internal Control - Integrated Framework (2013) issued by the Committee of 
Sponsoring Organizations of the Treadway Commission (COSO). 


In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial 
position of the Company as of July 31, 2021 and July 25, 2020, and the results of its operations and its cash flows for each of the 
three years in the period ended July 31, 2021 in conformity with accounting principles generally accepted in the United States 
of America. Also in our opinion, the Company maintained, in all material respects, effective internal control over financial 
reporting as of July 31, 2021, based on criteria established in /nternal Control - Integrated Framework (2013) issued by the COSO. 


Changes in Accounting Principles 


As discussed in Note 2 to the consolidated financial statements, the Company changed the manner in which it accounts for 
leases in 2020 and the manner in which it accounts for revenue from contracts with customers in 2019. 


Basis for Opinions 


The Company’s management is responsible for these consolidated financial statements, for maintaining effective internal control 
over financial reporting, and for its assessment of the effectiveness of internal control over financial reporting, included in the 
accompanying Management’s Report on Internal Control over Financial Reporting. Our responsibility is to express opinions 
on the Company’s consolidated financial statements and on the Company’s internal control over financial reporting based on 
our audits. We are a public accounting firm registered with the Public Company Accounting Oversight Board (United States) 
(PCAOB) and are required to be independent with respect to the Company in accordance with the U.S. federal securities laws 
and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB. 


We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform 
the audits to obtain reasonable assurance about whether the consolidated financial statements are free of material misstatement, 
whether due to error or fraud, and whether effective internal control over financial reporting was maintained in all material respects. 


Our audits of the consolidated financial statements included performing procedures to assess the risks of material misstatement 
of the consolidated financial statements, whether due to error or fraud, and performing procedures that respond to those risks. 
Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the consolidated 
financial statements. Our audits also included evaluating the accounting principles used and significant estimates made by 
management, as well as evaluating the overall presentation of the consolidated financial statements. Our audit of internal control 
over financial reporting included obtaining an understanding of internal control over financial reporting, assessing the risk that 
a material weakness exists, and testing and evaluating the design and operating effectiveness of internal control based on the 
assessed risk. Our audits also included performing such other procedures as we considered necessary in the circumstances. We 
believe that our audits provide a reasonable basis for our opinions. 


Definition and Limitations of Internal Control over Financial Reporting 


A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles. A company’s internal control over financial reporting includes those policies and procedures that 
(i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions 
of the assets of the company; (ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation 
of financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the 
company are being made only in accordance with authorizations of management and directors of the company; and (111) provide 
reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s 
assets that could have a material effect on the financial statements. 


Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, 
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate 
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate. 
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Critical Audit Matters 


The critical audit matter communicated below is a matter arising from the current period audit of the consolidated financial 
statements that was communicated or required to be communicated to the audit committee and that (1) relates to accounts or 
disclosures that are material to the consolidated financial statements and (ii) involved our especially challenging, subjective, 
or complex judgments. The communication of critical audit matters does not alter in any way our opinion on the consolidated 
financial statements, taken as a whole, and we are not, by communicating the critical audit matter below, providing a separate 
opinion on the critical audit matter or on the accounts or disclosures to which it relates. 


Revenue recognition — identification of contractual terms in certain customer arrangements 


As described in Note 2 to the consolidated financial statements, management assesses relevant contractual terms in its customer 
arrangements to determine the transaction price and recognizes revenue upon transfer of control of the promised goods or 
services in an amount that reflects the consideration the Company expects to receive in exchange for those products or services. 
Management applies judgment in determining the transaction price which is dependent on the contractual terms. In order to 
determine the transaction price, management may be required to estimate variable consideration when determining the amount 
of revenue to recognize. For the year ended July 31, 2021, the Company’s total revenue was $49.8 billion. 


The principal considerations for our determination that performing procedures relating to the identification of contractual terms 
in certain customer arrangements is a critical audit matter are the significant judgment by management in identifying contractual 
terms due to the volume and customized nature of the Company’s customer arrangements. This in turn led to significant auditor 
judgment and effort in performing procedures to evaluate whether the contractual terms used in the determination of the 
transaction price and the timing of revenue recognition were appropriately identified and determined by management. 


Addressing the matter involved performing procedures and evaluating audit evidence in connection with forming our overall 
opinion on the consolidated financial statements. These procedures included testing the effectiveness of controls relating to 
the revenue recognition process, including those related to the identification of contractual terms in customer arrangements 
that impact the determination of the transaction price and revenue recognition. These procedures also included, among others, 
(i) testing the completeness and accuracy of management’s identification of the contractual terms by examining customer 
arrangements on a test basis, and (ii) testing management’s process for determining the appropriate amount and timing of 
revenue recognition based on the contractual terms identified in the customer arrangements. 


Ricans selapis inf 


San Jose, California 
September 9, 2021 


We have served as the Company’s auditor since 1988. 
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Reports of Management 
Statement of Management’s Responsibility 


Cisco’s management has always assumed full accountability for maintaining compliance with our established financial 
accounting policies and for reporting our results with objectivity and the highest degree of integrity. It is critical for investors 
and other users of the Consolidated Financial Statements to have confidence that the financial information that we provide is 
timely, complete, relevant, and accurate. Management is responsible for the fair presentation of Cisco’s Consolidated Financial 
Statements, prepared in accordance with accounting principles generally accepted in the United States of America, and has full 
responsibility for their integrity and accuracy. 


Management, with oversight by Cisco’s Board of Directors, has established and maintains a strong ethical climate so that our 
affairs are conducted to the highest standards of personal and corporate conduct. Management also has established an effective 
system of internal controls. Cisco’s policies and practices reflect corporate governance initiatives that are compliant with the 
listing requirements of Nasdaq and the corporate governance requirements of the Sarbanes-Oxley Act of 2002. 


We are committed to enhancing stockholder value and fully understand and embrace our fiduciary oversight responsibilities. 
We are dedicated to ensuring that our high standards of financial accounting and reporting, as well as our underlying system 
of internal controls, are maintained. Our culture demands integrity, and we have the highest confidence in our processes, our 
internal controls and our people, who are objective in their responsibilities and who operate under the highest level of ethical 
standards. 


Management’s Report on Internal Control over Financial Reporting 


Management is responsible for establishing and maintaining adequate internal control over financial reporting for Cisco. Internal 
control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting 
principles. Internal control over financial reporting includes those policies and procedures that (i) pertain to the maintenance 
of records that in reasonable detail accurately and fairly reflect the transactions and dispositions of the assets of the Company; 
(ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in 
accordance with generally accepted accounting principles and that receipts and expenditures of the Company are being made 
only in accordance with authorizations of management and directors of the Company; and (iii) provide reasonable assurance 
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the Company’s assets that could have 
a material effect on the financial statements. 


Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, 
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate 
because of changes in conditions or that the degree of compliance with the policies or procedures may deteriorate. 


Management (with the participation of the principal executive officer and principal financial officer) conducted an evaluation 
of the effectiveness of Cisco’s internal control over financial reporting based on the framework in Internal Control— 
Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission. Based 
on this evaluation, management concluded that Cisco’s internal control over financial reporting was effective as of July 31, 
2021. PricewaterhouseCoopers LLP, an independent registered public accounting firm, has audited the effectiveness of Cisco’s 
internal control over financial reporting and has issued a report on Cisco’s internal control over financial reporting, which is 
included in their report on the preceding pages. 


Charles H. Robbins R. Scott Herren 
Chair and Chief Executive Officer Executive Vice President and Chief Financial Officer 
September 9, 2021 September 9, 2021 
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ASSETS 
Current assets: 


CISCO SYSTEMS, INC. 
Consolidated Balance Sheets 
(in millions, except par value) 


Cash and cash equivalents eyss rnin ondcn300 5on4 ceded inh int aa diene ea ened 


Investments .. 


Accounts receivable, net of allowance of $109 at July 31, 2021 
and $143 at July 25;:2020 24 205.245 acs bad adie BADER NOES eae ddd ede eos Oe ee ees 


Inventories 


Financing receivables, net... 0.0... kee ccc KOANE e teen tenet eee 
Other current assets... 2.6... rerea 


Property and equipment, Net osaeraren a a E E a E E teen tee e ene eas 
Financing receivables, Delne israr tarir bee bee a a a a EEEE 


Goodwill 


Purchased intangible assets, net 


Deferred tax assets 
Other assets 


LIABILITIES AND EQUITY 


Current liabilities: 


Short-term debt 


Accounts payable ii. x: 2 os 4054 a: han 4 E E E E EE E ENOS 
Income taxes payable «200.02. e20 48.8804) eee 4b eahee ab oe heed eke nee ade oe’ 
Accrued compensation. .... 0... eect teen teen eben teens 


Deferred revenue 


Total current liabilities o 3 oot eet oo fe abt tate eee eae ae Red weA Shwe eee 


Long-term debt . . 


NING OME AROS AY ADL Cs rera ener eres eters teehee des, a A oes So ee ee ARSS 


Deferred revenue . 


Other long-term liabilities 2s.:2 5.02 rinek asks chs chs Oks che Che ohn RAE RR hes 


Total liabilit 


ies 


Commitments and contingencies (Note 14) 


Equity: 


Cisco stockholders’ equity: 
Preferred stock, $0.001 par value: 5 shares authorized; none issued and outstanding... ... 


Common stock 


and additional paid-in capital, $0.001 par value: 20,000 shares 


authorized; 4,217 and 4,237 shares issued and outstanding at July 31, 2021 and 
Jüly 25.2020, respectively =: yrs canann in died A Ea AR EA tins eae eee 
Accumulated deficit; sirist 624 bea: dak deed dtd dha bh Er TT SSS 


Accumulated other comprehensive loss 


Total equity 


TOTAL LIABILITIES AND EQUITY 


See Notes to Consolidated Financial Statements. 
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July 31, 2021 July 25, 2020 
9,175 $ 11,809 
15,343 17,610 
5,766 5,472 
1,559 1,282 
4,380 5,051 
2,889 2,349 
39,112 43,573 
2,338 2,453 
4,884 5,714 
38,168 33,806 
3,619 1,576 
4,360 3,990 
5,016 3,741 
97,497 $ 94,853 
2,508 $ 3,005 
2,362 2,218 
801 839 
3,818 3,122 
12,148 11,406 
4,620 4,741 
26,257 25,331 
9,018 11,578 
8,538 8,837 
10,016 9,040 
2,393 2,147 
56,222 56,933 
42,346 41,202 
(654) (2,763) 
(417) (519) 
41,275 37,920 
97,497 $ 94,853 


CISCO SYSTEMS, INC. 
Consolidated Statements of Operations 
(in millions, except per-share amounts) 


Years Ended July 31, 2021 July 25, 2020 July 27, 2019 
REVENUE: 
Product nn: satoss os snss a cn teh ed ened eae ai canes $ 36,014 35,978 39,005 
SErViCes.e5:3.80-2e nbd acd dad eadend bed eed Sng fwd dad eG wd gad Ged 13,804 13,323 12,899 
Total revenue ... 0... ce cece tent ene 49,818 49,301 51,904 
COST OF SALES: 
Product... 0... en eet nen e teen ene ne nes 13,300 13,199 14,863 
SEV ICC EEE E See eine oats posts ats oats goats EE eae 4,624 4,419 4,375 
otal COST OL. SAlOS ee sere acest ast E es Sat dase E E ore eta erate 17,924 17,618 19,238 
GROSS MARGIN ..5 5 5.535052 83 0hac%ackackockockadtecee E E O58 31,894 31,683 32,666 
OPERATING EXPENSES: 
Research and development. .......... 00.00. c eee ee eee eens 6,549 6,347 6,577 
Salesand (Market Os. sobs Sosy beets n anecdote eee 9,259 9,169 9,571 
General and administrative ... 0.0.0.0... 0c ccc cee eee eee 2,152 1,925 1,827 
Amortization of purchased intangible assets............ 00000000000 ee 215 141 150 
Restructuring and other charges ........... 000. ccc cece eee eee 886 481 322 
Total operating expenses ..... 00. ce cette eee nee 19,061 18,063 18,447 
OPERATING INCOME... ooo 12,833 13,620 14,219 
Interest INCOME. s sore ocre ms s ms E a eee een EE 618 920 1,308 
Interest expen eeir 6244404 dee eee hee eee (434) (585) (859) 
Other income (loss), net... 0... 6. cette nee nee 245 15 (97) 
Interest and other income (loss), net ........ 0... eee ee ee 429 350 352 
INCOME BEFORE PROVISION FOR INCOME TAXES ............. 13,262 13,970 14,571 
Provision for MCOME (axes iresi nd wdc eed a ceee wee N ENE NES 2,671 2,756 2,950 
NET INCOME .cc3.c25¢.24003004024064) Deedee vane ON $ 10,591 11,214 11,621 
Net income per share: 
PEREP E EEEE EEEE assent unre T E E E E E E ecto $ 2.51 2.65 2.63 
Diltted oz ner obt vase whi acerhs hae datdavdetdatdnton pte ree goes $ 2.50 2.64 2.61 
Shares used in per-share calculation: 
Basi cso ev dte seabed hues aoe onae shoe hoahoes ones Raaae hea esas 4,222 4,236 4,419 
Diluted: 3.54.5-54.524 54.04. me bee Oh whe ce whe wk oOo ORES HAR EEE HSS 4,236 4,254 4,453 


See Notes to Consolidated Financial Statements. 
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CISCO SYSTEMS, INC. 


Consolidated Statements of Comprehensive Income 


(in millions) 


Years Ended 
Net income 
Available-for-sale investments: 
Change in net unrealized gains and losses, net of tax benefit (expense) 
of $46, $(84), and $(101) for fiscal 2021, 2020, and 2019, respectively 
Net (gains) losses reclassified into earnings, net of tax expense (benefit) 
of $15, $21, and $6 for fiscal 2021, 2020, and 2019, respectively 


Cash flow hedging instruments: 
Change in unrealized gains and losses, net of tax benefit (expense) 
of $(4), $0, and $0 for fiscal 2021, 2020, and 2019, respectively 


Net (gains) losses reclassified into earnings, net of tax (benefit) expense 
of $3, $0, and $0 for fiscal 2021, 2020, and 2019, respectively 


Net change in cumulative translation adjustment and actuarial 

gains and losses, net of tax benefit (expense) of $(2), $(5), and $15 

for fiscal 2021, 2020, and 2019, respectively 
Other comprehensive income 
Comprehensive income 


See Notes to Consolidated Financial Statements. 
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July 31,2021 July 25,2020 July 27, 2019 


$ 10,591 $ 11,214 $ 11,621 
(95) 336 459 

(38) (21) 19 
(133) 315 478 

16 7 = 

ai) 1 (3) 

5 8 (3) 

230 (50) (250) 

102 273 225 

$ 10,693 $ 11,487 $ 11,846 


CISCO SYSTEMS, INC. 
Consolidated Statements of Cash Flows 
(in millions) 


Years Ended July 31, 2021 July 25, 2020 July 27, 2019 
Cash flows from operating activities: 
NGtINCOME 5 My EE E ew E E D Se bw Sena Senate ate ae te $ 10,591 $ 11,214 $ 11,621 


Adjustments to reconcile net income to net cash 
provided by operating activities: 


Depreciation, amortization, and other ....... u.n oasen nenene 1,862 1,808 1,897 
Share-based compensation expense. .......... 00.0 cc eee cece eee 1,761 1,569 1,570 
Provision (benefit) for receivables... 1.0... 00.00.00 cece eee (6) 93 40 
Deferred income taxes sy ses metiri ea aap Eaa cee teen eee (384) (38) (350) 
(Gains) losses on divestitures, investments and other, net............. (354) (138) (24) 


Change in operating assets and liabilities, net of effects 
of acquisitions and divestitures: 


Accounts receivable... 0.0... cece ent n eens (107) (107) (84) 
INVENUOLIES is. oia gchar do Ea Bed ht ba 2a he OE EOE (244) 84 131 
Financing TeCceivabless26o.. 1 oh ohhh ah ath oe ee Eke 1,577 (797) (249) 
OIUerassetsi<. soc beds che Me Re Me Me She Motiduteutesscutes (797) 96 (955) 
Accounts payable rer ze rsrsr iper perei EEEE ROR RA Ke eas (53) 141 87 
TMCOMME taxes MEE aeracion aaa geld ad i A E E E acasdan (549) (322) 312 
Accrued compensation. ..... s.s 0.0 esus eee teen ee eens 643 (78) 277 
Deferred revenue meee n n bee ee ee eee eae ews 1,560 2,011 1,407 
Other abilities £6 h2ce ke ntadieuhe MetbetecdictecdioManwcs (46) (110) 151 
Net cash provided by operating activities ................0 0005 15,454 15,426 15,831 
Cash flows from investing activities: 
Purchases of investments. ...... 0... ccc een teenies (9,328) (9,212) (2,416) 
Proceeds from sales of investments............ 0.000 cece cee eee ee eee 3,373 5,631 7,388 
Proceeds from maturities of investments .......... 0.00000. 8,409 7,975 12,928 
Acquisitions, net of cash and cash equivalents acquired and divestitures .. . (7,038) (327) (2,175) 
Purchases of investments in privately held companies.................. (175) (190) (148) 
Return of investments in privately held companies ..................-. 194 224 159 
Acquisition of property and equipment... ...... 2.0.0... ce eee eee eee eee (692) (770) (909) 
Proceeds from sales of property and equipment...............-00000 ee 28 179 22 
Ot Re cieace sea eee Rb RE edie a ae eee E EE ET E S E E eset (56) (10) (12) 
Net cash (used in) provided by investing activities ............... (5,285) 3,500 14,837 
Cash flows from financing activities: 
Issuances of common stock.......... 00. eee eee 643 655 640 
Repurchases of common stock - repurchase program.................-. (2,877) (2,659) (20,717) 
Shares repurchased for tax withholdings on vesting 
of restricted stock units ©... 0... eee teen eee (636) (727) (862) 
Short-term borrowings, original maturities of 90 days or less, net ........ (5) (3,470) 3,446 
Isstianceés Of debt 4.2.3.4 p04 006205 twe bended tad iet bad bed iet $45 Deran — — 2,250 
Repayments‘oF debts... 4c auc ec een Rene ose owls One oul ORE a8 One (3,000) (6,720) (6,780) 
Dividends paid serinus a a a eee ett n teens (6,163) (6,016) (5,979) 
OET sega sistem e EE Scat Sees orden oct cassie Senta isto caste (1) 51 113 
Net cash used in financing activities .............. 000. e eee eee (12,039) (18,886) (27,889) 
Net increase (decrease) in cash, cash equivalents, and restricted cash......... (1,870) 40 2,779 
Cash, cash equivalents, and restricted cash, beginning of fiscal year......... 11,812 11,772 8,993 
Cash, cash equivalents, and restricted cash, end of fiscal year............... $ 9.942 $ 11,812 $ 11,772 
Supplemental cash flow information: 
Cash paid for interest... 0... eect erence teens $ 438 $ 603 $ 892 
Cash paid for income taxes, Det. ; ies cis mercer eee eens $ 3,604 $ 3,116 $ 2,986 


See Notes to Consolidated Financial Statements. 
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CISCO SYSTEMS, INC. 
Consolidated Statements of Equity 
(in millions, except per-share amounts) 


Common Stock Retained Accumulated 
Shares of and Earnings Other 
Common Additional (Accumulated Comprehensive 
Stock Paid-In Capital Deficit) Income (Loss) Total Equity 


BALANCE AT JULY 28, 2018 onnan cee eens 4,614 $ 42,820 $ 1,233 $ (849) $ 43,204 
NetiINCOME renses errer gra Sand See EES 11,621 11,621 
Other comprehensive income (loss).............000 00 eee eee 225 225 
Issuance of common stock ........ 0... eee ee eens 71 640 640 
Repurchase of common stock. .........0..0 00 cee cece eee es (418) (3,902) (16,675) (20,577) 
Shares repurchased for tax withholdings on vesting of restricted 

Stock unitS. saisi a ai inire cette teen eens (17) (862) (862) 
Cash dividends declared ($1.36 per common share) ........... (5,979) (5,979) 
Effect of adoption of accounting standards .................. 3,897 (168) 3,729 
Share-based compensation. ............ 00 cece eee ences 1,570 1,570 
BALANCE AT JULY 27, 2019 2.0.0... eee 4,250 $ 40,266 $ (5,903) $ (792) $ 33,571 
Net INCOME eeaeee anaa a aa aia cae anne ana shane gland oa ears Be ad 11,214 11,214 
Other comprehensive income (loss)............0000 0c eee eee 273 273 
Issuance of common stock ........... 0c cece eee ees 61 655 655 
Repurchase of common stock. ..........0..0 000 c eee eee ees (59) (561) (2,058) (2,619) 
Shares repurchased for tax withholdings on vesting of restricted 

SOCK UNIS sic ober dew dat dad E E deed mebeue chews (15) (727) (727) 
Cash dividends declared ($1.42 per common share) ........... (6,016) (6,016) 
Share-based compensation............ 0.0 0c eee eee eee eee 1,569 1,569 
BALANCE AT JULY 25, 2020 ...............0.0.0 0.0005. 4,237 $ 41,202 $ (2,763)$ (519) $ 37,920 
Net incomes sosea a Rowe scare ne are woes aoe we sla dd ole le aes 10,591 10,591 
Other comprehensive income (loss)....................-4- 102 102 
Issuance of common stock ............... 00.0002 e eee eee 58 643 643 
Repurchase of common stock ...................000-0 005 (64) (625) (2,277) (2,902) 
Shares repurchased for tax withholdings on vesting of 

restricted stock units ... 0.0.0... 0.0.0... cece eee (14) (636) (636) 
Cash dividends declared ($1.46 per common share)......... (6,166) (6,166) 
Effect of adoption of accounting standard................. (38) (38) 
Share-based compensation ....................000 cece 1,761 1,761 
ETN CR egene sa a a E T ares tac N ce ace 1 (d) — 
BALANCE AT JULY 31, 2021 e 4,217 $ 42,346 $ (654) $ (417) $ 41,275 


See Notes to Consolidated Financial Statements. 
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CISCO SYSTEMS, INC. 
Notes to Consolidated Financial Statements 


1. Basis of Presentation 


The fiscal year for Cisco Systems, Inc. (the “Company,” “Cisco,” “we,” “us,” or “our”) is the 52 or 53 weeks ending on the 
last Saturday in July. Fiscal 2021 was a 53-week fiscal year, and each of fiscal 2020 and fiscal 2019 were 52-week fiscal years. 
The Consolidated Financial Statements include our accounts and those of our subsidiaries. All intercompany accounts and 
transactions have been eliminated. We conduct business globally and are primarily managed on a geographic basis in the 
following three geographic segments: the Americas; Europe, Middle East, and Africa (EMEA); and Asia Pacific, Japan, and 
China (APJC). 


At our annual meeting of shareholders held on December 10, 2020, shareholders voted to approve changing our state of 
incorporation from California to Delaware. The reincorporation became effective January 25, 2021. 


Our consolidated financial statements include our accounts and entities consolidated under the variable interest and voting 
models. The noncontrolling interests attributed to these investments, if any, are presented as a separate component from our 
equity in the equity section of the Consolidated Balance Sheets. The share of earnings attributable to the noncontrolling 
interests are not presented separately in the Consolidated Statements of Operations as these amounts are not material for any of 
the fiscal periods presented. 


Certain reclassifications have been made to the amounts for prior years in order to conform to the current year’s presentation. 
We have evaluated subsequent events through the date that the financial statements were issued. 


2. Summary of Significant Accounting Policies 


(a) Cash and Cash Equivalents We consider all highly liquid investments purchased with an original or remaining maturity 
of three months or less at the date of purchase to be cash equivalents. Cash and cash equivalents are maintained with various 
financial institutions. 


(b) Available-for-Sale Debt Investments We classify our investments in fixed income securities as available-for-sale debt 
investments. Our available-for-sale debt investments primarily consist of U.S. government, U.S. government agency, corporate 
debt, and U.S. agency mortgage-backed securities. These available-for-sale debt investments are primarily held in the custody 
of a major financial institution. A specific identification method is used to determine the cost basis of available-for-sale debt 
investments sold. These investments are recorded in the Consolidated Balance Sheets at fair value. Unrealized gains and losses 
on these investments are included as a separate component of accumulated other comprehensive income (AOCI), net of tax. We 
classify our investments as current based on the nature of the investments and their availability for use in current operations. 


(c) Equity Instruments Our equity investments are accounted for as follows: 


. Marketable equity securities have readily determinable fair value (RDFV) that are measured and recorded at fair value 
through income. 


. Non-marketable equity securities do not have RDFV and are measured using a measurement alternative recorded at cost 
less any impairment, plus or minus changes resulting from qualifying observable price changes. For certain of these 
securities, we have elected to apply the net asset value (NAV) practical expedient. The NAV is the estimated fair value 
of these investments. 


. Equity method investments are securities we do not control, but are able to exert significant influence over the investee. 
These investments are measured at cost less any impairment, plus or minus our share of equity method investee 
income or loss. 


(d) Impairments of Investments For our available-for-sale debt securities in an unrealized loss position, we determine whether 
a credit loss exists. In this assessment, among other factors, we consider the extent to which the fair value is less than the 
amortized cost, any changes to the rating of the security by a rating agency, and adverse conditions specifically related to the 
security. If factors indicate a credit loss exists, an allowance for credit loss is recorded to other income (loss), net, limited by the 
amount that the fair value is less than the amortized cost basis. The amount of fair value change relating to all other factors will 
be recognized in other comprehensive income (OCI). 


We hold non-marketable equity and other investments (“privately held investments”) which are included in other assets in 
the Consolidated Balance Sheets. We monitor these investments for impairments and make reductions in carrying values if 
we determine that an impairment charge is required based primarily on the financial condition and near-term prospects of 
these companies. 
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(e) Inventories Inventories are stated at the lower of cost or net realizable value. Cost is computed using standard cost, 
which approximates actual cost, on a first-in, first-out basis. We provide inventory write-downs based on excess and obsolete 
inventories determined primarily by future demand forecasts. The write-down is measured as the difference between the cost 
of the inventory and market based upon assumptions about future demand and charged to the provision for inventory, which is 
a component of cost of sales. At the point of the loss recognition, a new, lower cost basis for that inventory is established, and 
subsequent changes in facts and circumstances do not result in the restoration or increase in that newly established cost basis. In 
addition, we record a liability for firm, noncancelable, and unconditional purchase commitments with contract manufacturers and 
suppliers for quantities in excess of our future demand forecasts consistent with our valuation of excess and obsolete inventory. 


(f) Allowance for Accounts Receivable, Contract Assets and Financing Receivables We estimate our allowances for credit 
losses using relevant available information from internal and external sources, related to past events, current conditions and 
reasonable and supportable forecasts. Historical credit loss experience provides the basis for the estimation of expected credit 
losses. When assessing for credit losses, we determine collectibility by pooling our assets with similar characteristics. 


The allowances for credit losses are each measured on a collective basis when similar risk characteristics exist. Our internal 
credit risk ratings are categorized as 1 through 10, with the lowest credit risk rating representing the highest quality. Our assets 
within each internal credit risk rating share similar risk characteristics and therefore are assessed as one portfolio segment for 
credit loss. Assets that do not share risk characteristics are evaluated on an individual basis. The allowances for credit losses 
are each measured by multiplying the exposure probability of default, the probability the asset will default within a given time 
frame, by the loss given default rate, the percentage of the asset not expected to be collected due to default, based on the pool 
of assets. 


Probability of default rates are published quarterly by third-party credit agencies. Adjustments to our internal credit risk 
ratings may take into account including, but not limited to, various customer-specific factors, the potential sovereign risk of the 
geographic locations in which the customer is operating and macroeconomic conditions. These factors are updated regularly or 
when facts and circumstances indicate that an update is deemed necessary. 


(g) Financing Receivables and Guarantees We provide financing arrangements, including leases, financed service contracts, 
and loans, for certain qualified end-user customers to build, maintain, and upgrade their networks. Lease receivables primarily 
represent sales-type and direct-financing leases. Leases have on average a four-year term and are usually collateralized by a 
security interest in the underlying assets. Loan receivables include customers financing purchases of our hardware, software 
and services and also may include additional funds for other costs associated with network installation and integration of our 
products and services. Loan receivables have terms of three years on average. Financed service contracts typically have terms 
of one year to three years and primarily relate to technical support services. 


Outstanding financing receivables that are aged 31 days or more from the contractual payment date are considered past due. We 
do not accrue interest on financing receivables that are considered impaired or more than 120 days past due unless either the 
receivable has not been collected due to administrative reasons or the receivable is well secured and in the process of collection. 
Financing receivables may be placed on nonaccrual status earlier if, in management’s opinion, a timely collection of the full 
principal and interest becomes uncertain. After a financing receivable has been categorized as nonaccrual, interest will be 
recognized when cash is received. A financing receivable may be returned to accrual status after all of the customer’s 
delinquent balances of principal and interest have been settled, and the customer remains current for an appropriate period. 


We facilitate arrangements for third-party financing extended to channel partners, consisting of revolving short-term financing, 
generally with payment terms ranging from 60 to 90 days. In certain instances, these financing arrangements result in a transfer 
of our receivables to the third party. The receivables are derecognized upon transfer, as these transfers qualify as true sales, 
and we receive a payment for the receivables from the third party based on our standard payment terms. These financing 
arrangements facilitate the working capital requirements of the channel partners, and, in some cases, we guarantee a portion 
of these arrangements. We also provide financing guarantees for third-party financing arrangements extended to end-user 
customers related to leases and loans, which typically have terms of up to three years. We could be called upon to make 
payments under these guarantees in the event of nonpayment by the channel partners or end-user customers. Deferred revenue 
relating to these financing arrangements is recorded in accordance with revenue recognition policies or for the fair value of the 
financing guarantees. 


(h) Leases We lease real estate, information technology (IT) and other equipment and vehicles. We also have arrangements 
with certain suppliers and contract manufacturers which includes the leasing of dedicated space and equipment costs. Our leases 
have the option to extend or terminate the lease when it is reasonably certain that we will exercise that option. 
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As a lessee, we determine if an arrangement is a lease at commencement. Our ROU lease assets represent our right to use an 
underlying asset for the lease term and lease liabilities represent our obligation to make lease payments related to the lease. 
Operating lease ROU assets and liabilities are recognized at the commencement date based on the present value of lease payments 
over the lease term. We use incremental borrowing rates based on information available at the commencement date to determine 
the present value of our lease payments. Certain of our lease agreements contain variable lease payments. Our variable lease 
payments can fluctuate depending on the level of activity or the cost of certain services where we have elected to combine lease 
and non-lease components. While these payments are not included as part of our lease liabilities, they are recognized as variable 
lease expense in the period they are incurred. 


We provide leasing of our equipment and complementary third-party products primarily through our channel partners and 
distributors, for which the income arising from these leases is recognized through interest income. As a lessor, we determine if 
an arrangement is a lease at inception. We provide leasing arrangements for our equipment to certain qualified customers. Our 
lease portfolio primarily consists of sales-type leases. We allocate the consideration in a bundled contract with our customers 
based on relative standalone selling prices of our lease and non-lease components. The residual value on our leased equipment 
is determined at the inception of the lease based on an analysis of estimates of the value of equipment, market factors and 
historical customer behavior. Residual value estimates are reviewed on a periodic basis and other-than-temporary declines are 
expensed in the period they occur. Our leases generally provide an end-of-term option for the customer to extend the lease 
under mutually-agreed terms, return the leased equipment, or purchase the equipment for either the then-market value of the 
equipment or a pre-determined purchase price. If a customer chooses to terminate their lease prior to the original end of term 
date, the customer is required to pay all remaining lease payments in full. 


We adopted Accounting Standards Codification (ASC) 842 at the beginning of fiscal 2020 and applied it at the beginning of the 
period of adoption and did not restate prior periods. For additional information, see Note 8. 


(i) Depreciation and Amortization Property and equipment are stated at cost, less accumulated depreciation or amortization, 
whenever applicable. Depreciation and amortization expenses for property and equipment were approximately $0.8 billion, $0.9 
billion, and $1.0 billion for fiscal 2021, 2020, and 2019, respectively. Depreciation and amortization are computed using the 
straight-line method, generally over the following periods: 


Asset Category Period 

Buildings 2é.s cesecanctees coon hh RADA ee hans 25 years 

Building improvements .......... re rn cece eee ees 10 years 

Leasehold improvements cerasi E E een cond cond act Shorter of remaining lease term or up to 10 years 
Computer equipment and related software. ..... n... nuu 0.0.00 .00 00s 30 to 36 months 

Production, engineering, and other equipment .................... Up to 5 years 

Operating lease assets... 0.2... ec eee eee eens Based on lease term 

Furniture and fixtures 2.0.0.0... 000s nenne 5 years 


(j) Business Combinations We allocate the fair value of the purchase consideration of our acquisitions to the tangible assets, 
liabilities, and intangible assets acquired, including in-process research and development (IPR&D), based on their estimated fair 
values. The excess of the fair value of purchase consideration over the fair values of these identifiable assets and liabilities is 
recorded as goodwill. IPR&D is initially capitalized at fair value as an intangible asset with an indefinite life and assessed for 
impairment thereafter. When an IPR&D project is completed, the IPR&D is reclassified as an amortizable purchased intangible 
asset and amortized over the asset’s estimated useful life. Acquisition-related expenses and related restructuring costs are 
recognized separately from the business combination and are expensed as incurred. 


(k) Goodwill and Purchased Intangible Assets Goodwill is tested for impairment on an annual basis in the fourth fiscal quarter 
and, when specific circumstances dictate, between annual tests. When impaired, the carrying value of goodwill is written down 
to fair value. Identifying a potential impairment consists of comparing the fair value of a reporting unit with its carrying 
amount, including goodwill. Purchased intangible assets with finite lives are carried at cost, less accumulated amortization. 
Amortization is computed over the estimated useful lives of the respective assets. See “Long-Lived Assets” for our policy 
regarding impairment testing of purchased intangible assets with finite lives. Purchased intangible assets with indefinite lives 
are assessed for potential impairment annually or when events or circumstances indicate that their carrying amounts might 
be impaired. 


(1) Long-Lived Assets Long-lived assets that are held and used by us are reviewed for impairment whenever events or changes 
in circumstances indicate that the carrying amount of such assets may not be recoverable. Determination of recoverability 
of long-lived assets is based on an estimate of the undiscounted future cash flows resulting from the use of the asset and its 
eventual disposition. Measurement of an impairment loss for long-lived assets that management expects to hold and use is 
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based on the difference between the fair value of the asset and its carrying value. Long-lived assets to be disposed of are reported 
at the lower of carrying amount or fair value less costs to sell. 


(m) Fair Value Fair value is defined as the price that would be received from selling an asset or paid to transfer a liability in 
anorderly transaction between market participants at the measurement date. When determining the fair value measurements 
for assets and liabilities required or permitted to be either recorded or disclosed at fair value, we consider the principal or most 
advantageous market in which we would transact, and we also consider assumptions that market participants would use when 
pricing the asset or liability. 


The accounting guidance for fair value measurement requires an entity to maximize the use of observable inputs and minimize 
the use of unobservable inputs when measuring fair value. The standard establishes a fair value hierarchy based on the level 
of independent, objective evidence surrounding the inputs used to measure fair value. A financial instrument’s categorization 
within the fair value hierarchy is based upon the lowest level of input that is significant to the fair value measurement. 


The fair value hierarchy is as follows: 
Level 1 applies to assets or liabilities for which there are quoted prices in active markets for identical assets or liabilities. 


Level 2 applies to assets or liabilities for which there are inputs other than quoted prices that are observable for the asset or 
liability such as quoted prices for similar assets or liabilities in active markets; quoted prices for identical assets or liabilities 
in markets with insufficient volume or infrequent transactions (less active markets); or model-derived valuations in which 
significant inputs are observable or can be derived principally from, or corroborated by, observable market data. We use inputs 
such as actual trade data, benchmark yields, broker/dealer quotes, and other similar data, which are obtained from quoted 
market prices, independent pricing vendors, or other sources, to determine the ultimate fair value of assets or liabilities. 


Level 3 applies to assets or liabilities for which there are unobservable inputs to the valuation methodology that are significant 
to the measurement of the fair value of the assets or liabilities. The fair values are determined based on model-based techniques 
such as discounted cash flow models using inputs that we could not corroborate with market data. 


(n) Derivative Instruments We recognize derivative instruments as either assets or liabilities and measure those instruments 
at fair value. The accounting for changes in the fair value of a derivative depends on the intended use of the derivative and the 
resulting designation. For a derivative instrument designated as a fair value hedge, the gain or loss is recognized in earnings in the 
period of change together with the offsetting loss or gain on the hedged item attributed to the risk being hedged. For a derivative 
instrument designated as a cash flow hedge, the gain or loss is initially reported as a component of AOCI and subsequently 
reclassified into earnings when the hedged exposure affects earnings. For a derivative instrument designated as a net investment 
hedge of our foreign operations, the gain or loss is recorded in the cumulative translation adjustment within AOCI together with 
the offsetting loss or gain of the hedged exposure of the underlying foreign operations. For derivative instruments that are not 
designated as accounting hedges, changes in fair value are recognized in earnings in the period of change. We record derivative 
instruments in the statements of cash flows to operating, investing, or financing activities consistent with the cash flows of the 
hedged item. 


Hedge effectiveness for foreign exchange forward contracts used as cash flow hedges is assessed by comparing the change in 
the fair value of the hedge contract with the change in the fair value of the forecasted cash flows of the hedged item. Hedge 
effectiveness for equity forward contracts and foreign exchange net investment hedge forward contracts is assessed by comparing 
changes in fair value due to changes in spot rates for both the derivative and the hedged item. For foreign exchange option 
contracts, hedge effectiveness is assessed based on the hedging instrument’s entire change in fair value. Hedge effectiveness for 
interest rate swaps is assessed by comparing the change in fair value of the swap with the change in the fair value of the hedged 
item due to changes in the benchmark interest rate. 


(0) Foreign Currency Translation Assets and liabilities of non-U.S. subsidiaries that operate in a local currency environment, 
where that local currency is the functional currency, are translated to U.S. dollars at exchange rates in effect at the balance 
sheet date, with the resulting translation adjustments directly recorded to a separate component of AOCI. Income and expense 
accounts are translated at average exchange rates during the year. Remeasurement adjustments are recorded in other income 
(loss), net. The effect of foreign currency exchange rates on cash and cash equivalents was not material for any of the fiscal 
years presented. 


(p) Concentrations of Risk Cash and cash equivalents are maintained with several financial institutions. Deposits held 
with banks may exceed the amount of insurance provided on such deposits. Generally, these deposits may be redeemed 
upon demand and are maintained with financial institutions with reputable credit and therefore bear minimal credit risk. We 
seek to mitigate our credit risks by spreading such risks across multiple counterparties and monitoring the risk profiles of 
these counterparties. 
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We perform ongoing credit evaluations of our customers and, with the exception of certain financing transactions, do not require 
collateral from our customers. We receive certain of our components from sole suppliers. Additionally, we rely on a limited 
number of contract manufacturers and suppliers to provide manufacturing services for our products. The inability of a contract 
manufacturer or supplier to fulfill our supply requirements could materially impact future operating results. 


(q) Revenue Recognition We enter into contracts with customers that can include various combinations of products and 
services which are generally distinct and accounted for as separate performance obligations. As a result, our contracts may 
contain multiple performance obligations. We determine whether arrangements are distinct based on whether the customer 
can benefit from the product or service on its own or together with other resources that are readily available and whether our 
commitment to transfer the product or service to the customer is separately identifiable from other obligations in the contract. 
We classify our hardware, perpetual software licenses, and SaaS as distinct performance obligations. Term software licenses 
represent multiple obligations, which include software licenses and software maintenance. In transactions where we deliver 
hardware or software, we are typically the principal and we record revenue and costs of goods sold on a gross basis. We refer to 
our term software licenses, security software licenses, SaaS, and associated service arrangements as subscription offers. 


We recognize revenue upon transfer of control of promised goods or services in a contract with a customer in an amount that 
reflects the consideration we expect to receive in exchange for those products or services. Transfer of control occurs once 
the customer has the contractual right to use the product, generally upon shipment, electronic delivery (or when the software 
is available for download by the customer), or once title and risk of loss has transferred to the customer. Transfer of control 
can also occur over time for software maintenance and services as the customer receives the benefit over the contract term. 
Our hardware and perpetual software licenses are distinct performance obligations where revenue is recognized upfront upon 
transfer of control. Term software licenses include multiple performance obligations where the term licenses are recognized 
upfront upon transfer of control, with the associated software maintenance revenue recognized ratably over the contract term as 
services and software updates are provided. SaaS arrangements do not include the right for the customer to take possession of 
the software during the term, and therefore have one distinct performance obligation which is satisfied over time with revenue 
recognized ratably over the contract term as the customer consumes the services. On our product sales, we record consideration 
from shipping and handling on a gross basis within net product sales. We record our revenue net of any associated sales taxes. 


An allowance for future sales returns is established based on historical trends in product return rates. The allowance for future 
sales returns as of July 31, 2021 and July 25, 2020 was $55 million and $79 million, respectively, and was recorded as a reduction 
of our accounts receivable and revenue. 


Significant Judgments 


Revenue is allocated among these performance obligations in a manner that reflects the consideration that we expect to be entitled 
to for the promised goods or services based on standalone selling prices (SSP). SSP is estimated for each distinct performance 
obligation and judgment may be required in their determination. The best evidence of SSP is the observable price of a product 
or service when we sell the goods separately in similar circumstances and to similar customers. In instances where SSP is not 
directly observable, we determine SSP using information that may include market conditions and other observable inputs. 


We assess relevant contractual terms in our customer contracts to determine the transaction price. We apply judgment in 
identifying contractual terms and determining the transaction price as we may be required to estimate variable consideration 
when determining the amount of revenue to recognize. Variable consideration includes potential contractual penalties and 
various rebate, cooperative marketing and other incentive programs that we offer to our distributors, channel partners and 
customers. When determining the amount of revenue to recognize, we estimate the expected usage of these programs, applying 
the expected value or most likely estimate and update the estimate at each reporting period as actual utilization becomes 
available. We also consider the customers’ right of return in determining the transaction price, where applicable. 


We assess certain software licenses, such as for security software, that contain critical updates or upgrades which customers can 
download throughout the contract term. Without these updates or upgrades, the functionality of the software would diminish over 
a relatively short time period. These updates or upgrades provide the customer the full functionality of the purchased security 
software licenses and are required to maintain the security license’s utility as the risks and threats in the environment are 
rapidly changing. In these circumstances, the revenue from these software arrangements is recognized as a single performance 
obligation satisfied over the contract term. 


We adopted ASC 606 at the beginning of fiscal 2019 using the modified retrospective method to those contracts that were not 
completed as of July 28, 2018. For the additional information, see Note 3. 


(r) Advertising Costs We expense all advertising costs as incurred. Advertising costs included within sales and marketing 
expenses were approximately $268 million, $187 million, and $204 million for fiscal 2021, 2020, and 2019, respectively. 


65 


(s) Share-Based Compensation Expense We measure and recognize the compensation expense for all share-based awards 
made to employees and directors, including employee stock options, restricted stock units (RSUs), performance-based restricted 
stock units (PRSUs), and employee stock purchases related to the Employee Stock Purchase Plan (Employee Stock Purchase 
Rights) based on estimated fair values. The fair value of employee stock options is estimated on the date of grant using a lattice- 
binomial option-pricing model (Lattice-Binomial Model) or the Black-Scholes model, and for employee stock purchase rights 
we estimate the fair value using the Black-Scholes model. The fair value for time-based stock awards and stock awards that are 
contingent upon the achievement of financial performance metrics is based on the grant date share price reduced by the present 
value of the expected dividend yield prior to vesting. The fair value of market-based stock awards is estimated using an option- 
pricing model on the date of grant. Share-based compensation expense is reduced for forfeitures. 


(t) Software Development Costs Software development costs, including costs to develop software sold, leased, or otherwise 
marketed, that are incurred subsequent to the establishment of technological feasibility are capitalized if significant. Costs 
incurred during the application development stage for internal-use software are capitalized if significant. Capitalized software 
development costs are amortized using the straight-line amortization method over the estimated useful life of the applicable 
software. Such software development costs required to be capitalized have not been material to date. 


(u) Income Taxes Income tax expense is based on pretax financial accounting income. Deferred tax assets and liabilities are 
recognized for the expected tax consequences of temporary differences between the tax bases of assets and liabilities and their 
reported amounts. Valuation allowances are recorded to reduce deferred tax assets to the amount that will more likely than not 
be realized. 


We account for uncertainty in income taxes using a two-step approach to recognizing and measuring uncertain tax positions. 
The first step is to evaluate the tax position for recognition by determining if the weight of available evidence indicates that it is 
more likely than not that the position will be sustained on audit, including resolution of related appeals or litigation processes, 
if any. The second step is to measure the tax benefit as the largest amount that is more than 50% likely of being realized upon 
settlement. We classify the liability for unrecognized tax benefits as current to the extent that we anticipate payment (or receipt) 
of cash within one year. Interest and penalties related to uncertain tax positions are recognized in the provision for income taxes. 


(v) Computation of Net Income per Share Basic net income per share is computed using the weighted-average number of 
common shares outstanding during the period. Diluted net income per share is computed using the weighted-average number 
of common shares and dilutive potential common shares outstanding during the period. Diluted shares outstanding includes the 
dilutive effect of in-the-money options, unvested restricted stock, and restricted stock units. The dilutive effect of such equity 
awards is calculated based on the average share price for each fiscal period using the treasury stock method. Under the treasury 
stock method, the amount the employee must pay for exercising stock options and the amount of compensation cost for future 
service that we have not yet recognized are collectively assumed to be used to repurchase shares. 


(w) Consolidation of Variable Interest Entities Our approach in assessing the consolidation requirement for variable interest 
entities focuses on identifying which enterprise has the power to direct the activities that most significantly impact the variable 
interest entity’s economic performance and which enterprise has the obligation to absorb losses or the right to receive benefits 
from the variable interest entity. Should we conclude that we are the primary beneficiary of a variable interest entity, the assets, 
liabilities, and results of operations of the variable interest entity will be included in our Consolidated Financial Statements. 


(x) Use of Estimates The preparation of financial statements and related disclosures in conformity with accounting principles 
generally accepted in the United States requires management to make estimates and judgments that affect the amounts reported 
in the Consolidated Financial Statements and accompanying notes. Estimates are used for the following, among others: 


. Revenue recognition 

= Allowances for accounts receivable, sales returns, and financing receivables 

. Inventory valuation and liability for purchase commitments with contract manufacturers and suppliers 
= Loss contingencies and product warranties 

" Fair value measurements 

" Goodwill and purchased intangible asset impairments 

z Income taxes 


The inputs into certain of our judgments, assumptions, and estimates considered the economic implications of the COVID-19 
pandemic on our critical and significant accounting estimates. The actual results experienced by us may differ materially from 
our estimates. As the COVID-19 pandemic continues, many of our estimates could require increased judgment and carry a 
higher degree of variability and volatility. As events continue to evolve our estimates may change materially in future periods. 
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(y) New Accounting Updates Recently Adopted 


Credit Losses of Financial Instruments In June 2016, the FASB issued an accounting standard update that requires measurement 
and recognition of expected credit losses for financial assets held based on historical experience, current conditions, and 
reasonable and supportable forecasts that affect the collectibility of the reported amount. We adopted this standard at the 
beginning of our first quarter of fiscal 2021, applied it at the beginning of the period of adoption and did not restate prior periods. 
The standard primarily impacts our financial assets measured at amortized cost and available-for-sale debt securities. The 
standard did not have a material impact on our consolidated financial statements upon adoption. 


(z) Recent Accounting Standards or Updates Not Yet Effective as of Fiscal Year End 


Reference Rate Reform In March 2020, the FASB issued an accounting standard update and subsequent amendments that 
provide optional expedients and exceptions to the current guidance on contract modification and hedging relationships to ease 
the financial reporting burden of the expected market transition from the London InterBank Offered Rate (LIBOR) and other 
interbank offered rates to alternative reference rates. This accounting standard update was effective upon issuance and may be 
applied prospectively through December 31, 2022. We are currently evaluating the impact of this accounting standard update 
on our Consolidated Financial Statements. 


3. Revenue 
(a) Disaggregation of Revenue 


We disaggregate our revenue into groups of similar products and services that depict the nature, amount, and timing of revenue 
and cash flows for our various offerings. The sales cycle, contractual obligations, customer requirements, and go-to-market 
strategies differ for each of our product categories, resulting in different economic risk profiles for each category. 


The following table presents this disaggregation of revenue (in millions): 


Years Ended July 31,2021 July 25,2020 July 27, 2019 
Revenue: 
Infrastructure Platforms ........ 0... ccc cee ee eee eee e ences $ 27,109 $ 27,219 $ 30,184 
Applications eer onsena S04 Bod bcd bed Bed Bc ae oe fee dee ee ee See We 5,504 5,568 5,803 
SeCUrity E E cc ce en eee tenn teen teen enn es 3,382 3,158 2,822 
Other Products eres renier deo Gh tod bod S40 E e ia Hew eee te he She Des 19 33 196 
Total Product 2.0.0... occ ce teen ene teen een ene 36,014 35,978 39,005 
SEVI CES ee ects ee ge teste ee usp paaee E E ee steed E E E E EEE ees 13,804 13,323 12,899 
Total Verat a Seite aa eck Sch ew Be hea hehe wah oa abe ee $ 49,818 $ 49,301 $ 51,904 


Amounts may not sum due to rounding. We have made certain reclassifications to the product revenue amounts for prior years 
to conform to the current year’s presentation. 


® During the second quarter of fiscal 2019, we completed the divestiture of the Service Provider Video Software Solutions (SPVSS) 
business. Total revenue includes SPVSS business revenue of $168 million for fiscal 2019. 


Infrastructure Platforms consist of our core networking technologies of switching, routing, wireless, and data center products 
that are designed to work together to deliver networking capabilities and transport and/or store data. These technologies consist 
of both hardware and software offerings, including software licenses and software-as-a-service (SaaS), that help our customers 
build networks, automate, orchestrate, integrate, and digitize data. We are shifting and expanding more of our business to 
software and subscriptions across our core networking portfolio. Our hardware and perpetual software in this category are 
distinct performance obligations where revenue is recognized upfront upon transfer of control. Term software licenses are 
multiple performance obligations where the term license is recognized upfront upon transfer of control with the associated 
software maintenance revenue recognized ratably over the contract term. SaaS arrangements in this category have one distinct 
performance obligation which is satisfied over time with revenue recognized ratably over the contract term. 


Applications consists of offerings that utilize the core networking and data center platforms to provide their functions. The 
products consist primarily of software offerings, including software licenses and SaaS, as well as hardware. Our perpetual 
software and hardware in this category are distinct performance obligations where revenue is recognized upfront upon transfer of 
control. Term software licenses are multiple performance obligations where the term license is recognized upfront upon transfer 
of control with the associated software maintenance revenue recognized ratably over the contract term. SaaS arrangements in 
this category have one distinct performance obligation which is satisfied over time with revenue recognized ratably over the 
contract term. 
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Security primarily includes our network security, cloud and email security, identity and access management, advanced threat 
protection, and unified threat management products. These products consist of both hardware and software offerings, including 
software licenses and SaaS. Updates and upgrades for the term software licenses are critical for our software to perform its 
intended commercial purpose because of the continuous need for our software to secure our customers’ network environments 
against frequent threats. Therefore, security software licenses are generally represented by a single distinct performance 
obligation with revenue recognized ratably over the contract term. Our hardware and perpetual software in this category are 
distinct performance obligations where revenue is recognized upfront upon transfer of control. SaaS arrangements in this 
category have one distinct performance obligation which is satisfied over time with revenue recognized ratably over the 
contract term. 


Other Products primarily includes our emerging technologies products. These products include both hardware and software 
licenses. Our offerings in this category are distinct performance obligations where revenue is recognized upfront upon transfer 
of control. 


In addition to our product offerings, we provide a broad range of service and support options for our customers, including 
technical support services and advanced services. Technical support services represent the majority of these offerings which are 
distinct performance obligations that are satisfied over time with revenue recognized ratably over the contract term. Advanced 
services are distinct performance obligations that are satisfied over time with revenue recognized as services are delivered. 


The sales arrangements as discussed above are typically made pursuant to customer purchase orders based on master purchase 
or partner agreements. Cash is received based on our standard payment terms which is typically 30 days. We provide financing 
arrangements to customers for all of our hardware, software and service offerings. Refer to Note 9 for additional information. 
For these arrangements, cash is typically received over time. 


(b) Contract Balances 


Accounts receivable, net was $5.8 billion as of July 31, 2021 compared to $5.5 billion as of July 25, 2020, as reported on the 
Consolidated Balance Sheets. 


Contract assets consist of unbilled receivables and are recorded when revenue is recognized in advance of scheduled billings to 
our customers. These amounts are primarily related to software and service arrangements where transfer of control has occurred 
but we have not yet invoiced. As of July 31, 2021 and July 25, 2020, our contract assets for these unbilled receivables, net of 
allowances, were $1.4 billion and $1.2 billion, respectively, and were included in other current assets and other assets. 


Gross contract assets by our internal risk ratings are summarized as follows (in millions): 


July 31, 2021 

110.4 eicei cede hd ahha bd ehh iirin EG ENE EIS DIE EERE SRE SRE SR RE ORE RARE Ree Ree Re Rae Ree $ 521 
DUOC a erence se rte e ise autre auth alpacas cng he ote E AE E E EEEE E eeusie ancien vas neues 770 
Tand Higher giana de haw dare ae ea dude danke he whe nee Khe ee he Gee Ree wee Bae Dee re 166 
TOU AN so oicca cc accuser sac a ance coc ascwctanet etn Sana E ctaeses- aaeel ate eden A ciate aatenetees $ 1,457 


Contract liabilities consist of deferred revenue. Deferred revenue was $22.2 billion as of July 31, 2021 compared to $20.4 billion 
as of July 25, 2020. We recognized approximately $11.3 billion of revenue during fiscal 2021 that was included in the deferred 
revenue balance at July 25, 2020. 


(c) Capitalized Contract Acquisition Costs 


We capitalize direct and incremental costs incurred to acquire contracts, primarily sales commissions, for which the associated 
revenue is expected to be recognized in future periods. We incur these costs in connection with both initial contracts and 
renewals. These costs are initially deferred and typically amortized over the term of the customer contract which corresponds 
to the period of benefit. Deferred sales commissions were $967 million and $732 million as of July 31, 2021 and July 25, 2020, 
respectively, and were included in other current assets and other assets. The amortization expense associated with these costs 
was $532 million and $477 million for fiscal 2021 and 2020, respectively, and was included in sales and marketing expenses. 
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4. Acquisitions and Divestitures 
(a) Acquisition Summary 


We completed 13 acquisitions during fiscal 2021. A summary of the allocation of the total purchase consideration is presented 
as follows (in millions): 


Net Tangible 
Assets 

Acquired Purchased 

Purchase (Liabilities Intangible 
Fiscal 2021 Consideration Assumed) Assets Goodwill 
ACACIA 2 piece len her ghee alee weer pe a eet ee ee Rea ea eR $ 4,983 $ 442 $ 2,160 $ 2,381 
OMers 28.66 aie he ae a E E e ae e aA a Ea E 2,472 (130) 754 1,848 
aK I EE E EE E E EE $ 7,455 $ 312 $ 2,914 $ 4,229 


On March 1, 2021, we completed our acquisition of Acacia Communications, Inc. (“Acacia”), a public fabless semiconductor 
company that develops, manufactures and sells high-speed coherent optical interconnect products that are designed to transform 
communications networks through improvements in performance, capacity and cost. Revenue from the Acacia acquisition has 
been included in our Infrastructure Platforms product category. 


The total purchase consideration related to our acquisitions completed during fiscal 2021 consisted of cash consideration and 
vested share-based awards assumed. The total cash and cash equivalents acquired from these acquisitions was approximately 
$338 million. 


Fiscal 2020 Acquisitions 


Allocation of the purchase consideration for acquisitions completed in fiscal 2020 is summarized as follows (in millions): 


Net Tangible 
Assets 
Acquired Purchased 
Purchase (Liabilities Intangible 
Fiscal 2020 Consideration Assumed) Assets Goodwill 
Total acquisitions (six in total] esses arrar Irna cece teens $ 359 $ (dl) $ 172 198 


The total purchase consideration related to our acquisitions completed during fiscal 2020 consisted of cash consideration and 
vested share-based awards assumed. The total cash and cash equivalents acquired from these acquisitions was approximately 


$23 million. 


Fiscal 2019 Acquisitions 


In fiscal 2019, we completed five acquisitions for total purchase consideration of $2.7 billion. 
(b) Other Acquisition and Divestiture Information 


Total transaction costs related to our acquisition and divestiture activities during fiscal 2021, 2020, and 2019 were $46 million, 
$21 million, and $21 million, respectively. These transaction costs were expensed as incurred in G&A expenses in the 
Consolidated Statements of Operations. 


The goodwill generated from our acquisitions completed during fiscal 2021 is primarily related to expected synergies. The 
goodwill is generally not deductible for income tax purposes. 


The Consolidated Financial Statements include the operating results of each acquisition from the date of acquisition. Pro forma 
results of operations and the revenue and net income subsequent to the acquisition date for the acquisitions completed during 
fiscal 2021, 2020, and 2019 have not been presented because the effects of the acquisitions, individually and in the aggregate, 
were not material to our financial results. 
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5. Goodwill and Purchased Intangible Assets 


(a) Goodwill 


The following tables present the goodwill allocated to our reportable segments as of July 31, 2021 and July 25, 2020, as well as 


the changes to goodwill during fiscal 2021 and 2020 (in millions): 


Foreign 
Currency 
Balance at Acquisitions Translation Balance at 
July 25,2020 & Divestitures and Other July 31, 2021 
AmeriCaS.. 2... ee tee t eee e eens $ 21,304 $ 2,275 $ 94 $ 23,673 
EMBASio5 cg onhonhs5hone na AKER EA ER T E ee i E 8,040 1,019 35 9,094 
APJG prionn neend egi ik bod aa aa edd a E doa bed bods 4,462 920 19 5,401 
Total aeea e eee A a ee a pA AA N $ 33,806 $ 4.214 $ 148 $ 38,168 
Foreign 
Currency 
Balance at Translation Balance at 
July 27, 2019 Acquisitions and Other July 25, 2020 
AMMCTICAS. 3.8.05 gan san ben oar DAER EE EE E E nee ee E $ 21,120 $ 132 $ 52 $ 21,304 
EMEA eir bhed tate fed tact Bed Sed Sid Bd E Ee E E E EE 7,977 44 19 8,040 
APIC araneae n E E NEREA ae hae eee ee Ra EE Ee 4,432 22 8 4,462 
Total 2 .caciwvie eee des Rie ees Roo Ree Roo Bea oe cer EEE nE SEE $ 33,529 $ 198 $ 79 $ 33,806 


(b) Purchased Intangible Assets 


The following tables present details of our intangible assets acquired through acquisitions completed during fiscal 2021 and 


2020 (in millions, except years): 


INDEFINITE 
FINITE LIVES _ LIVES _ 
CUSTOMER 
TECHNOLOGY RELATIONSHIPS OTHER IPR&D TOTAL 
Weighted- Weighted- Weighted- 
Average Useful Average Useful Average Useful 
Fiscal 2021 Life (in Years) Amount Life (in Years) Amount Life (in Years) Amount Amount Amount 
Acacia ............. eee eee 4.0 $1,290 4.0 $ 490 31 $ 35 $ 345 $2,160 
Others :.hcccciesdde ices es 4.3 545 4.6 174 2.9 35 — 754 
Totals cccieeste es aynes: $1,835 $ 664 $ 70 $ 345 $2,914 
INDEFINITE 
FINITE LIVES LIVES 
CUSTOMER 
eo A ATONE a E O a OAE 
Weighted- Weighted- Weighted- 
Average Useful Average Useful Average Useful 
Fiscal 2020 Life (in Years) Amount Life (in Years) Amount Life (in Years) Amount Amount Amount 
Total acquisitions 
(six in total)............. 48 $ 161 42 $ 10 15 $ 1 $ — $ 172 
The following tables present details of our purchased intangible assets (in millions): 
Accumulated 
July 31, 2021 Gross Amortization Net 
Purchased intangible assets with finite lives: 
Technology i .s2cs4e.4-oe eii 2b be wens bebe Heads ee weet ened $ 3,629 $ (1,437) $ 2,192 
Customer relationships ............... 00. c ccc cette eens 1,387 (523) 864 
OUnE? os oe eked ek ae eee ee eae eee igs ee 71 (13) 58 
Total purchased intangible assets with finite lives.........................000. 5,087 (1,973) 3,114 
In-process research and development, with indefinite lives..................... 505 — 505 
Total aean ae cs ravens ig E EE E EE aE e E EEE E $ 5,592 $ (1,973) $ 3,619 


Accumulated 


July 25, 2020 Gross Amortization Net 
Purchased intangible assets with finite lives: 
TECHNOLO are sare E E Ges ec ees as seg E E eee neers teas EOY $ 3,298 $ (2,336) $ 962 
Customer relationships nr s..2. 45 nEn EA EAE E oe Oey one EE EE ES 760 (365) 395 
De E E E E E ahd E E dd dad baad dasa E a 26 (20) 6 
Total purchased intangible assets with finite lives ....... nannan nunnurnar 4,084 (2,721) 1,363 
In-process research and development, with indefinite lives................0..000. 213 — 213 
L EESE PETE EET EE E E E E E E shane use ansn a ate $4,297 $ (2,721) $ 1,576 


Purchased intangible assets include intangible assets acquired through acquisitions as well as through direct purchases 
or licenses. 


The following table presents the amortization of purchased intangible assets, including impairment charges (in millions): 


Years Ended July 31,2021 July 25,2020 July 27, 2019 

Amortization of purchased intangible assets: 
Cost Of Salès erens choice de peice sda va deseete Sis geseedeivawasde eases aye 8% $ 716 $ 659 $ 624 
Operatin’ expenses 42346 o58 Sateen satan on ben E ie Ane ae R R ae 215 141 150 
Total e cneica thence E bedded REAA RA AA SAS GRAAL ASS 8 $ 931 $ 800 $ 774 


The estimated future amortization expense of purchased intangible assets with finite lives as of July 31, 2021 is as follows 
(in millions): 


Fiscal Year Amount 

LOD 2 ein ei esti a be Ob bse tte God ee ah GD ed a eae ee bk ben daa Ja ba bea ee ae ee ee ae ee Oe REE $ 1,037 
DOD eenaa Sac a a dae hs Seow, Ops he ae Senso E ea oe a ese on, ose ore enor Bia A Sas ahs Nane stan aes $ 873 
PANO PNE A E E E G bse Bk RE a ed Eee Boa E AAA A Ce Renee dandeoee ckendy owe $ 749 
AV TD 5 sacs tract e e tracts Ee ness: Wee: pete EE DEE AE HEH E AE E CE cust: evs A EEE oD at Sed ea ed ed Bie E peattenase $ 396 
202 Orre 44 24d dae he oe Baw Bw Pe Bae Baew DS Ree ee Phe Magia Mie Rews aden d se diw dest aeeawesse e $ 55 
MSO AT EO PI PE EEEE EE EEEE E E S A A een a A elute eater estar estar estate ata a ata cistern ates $ 4 


6. Restructuring and Other Charges 


We initiated a restructuring plan during fiscal 2021 (the “Fiscal 2021 Plan”), which included a voluntary early retirement 
program, in order to realign the organization and enable further investment in key priority areas with estimated pretax charges 
of approximately $900 million. In connection with the Fiscal 2021 Plan, we incurred charges of $881 million during fiscal 
2021. We substantially completed the Fiscal 2021 Plan in fiscal 2021 and do not expect any remaining charges related to this 
plan to be material. 


We initiated a restructuring plan during fiscal 2020 (the “Fiscal 2020 Plan”) in order to realign the organization and enable 
further investment in key priority areas, with estimated pretax charges of approximately $300 million. In connection with the 
Fiscal 2020 Plan, we incurred cumulative charges of $260 million. We completed the Fiscal 2020 Plan in fiscal 2021. 


In prior years, we initiated restructuring plans in order to realign our organization and enable further investment in key priority 
areas. The aggregate pretax charges related to these plans are primarily cash-based and consist of severance and other one-time 
termination benefits, and other costs. 


Ti 


The following table summarizes the activities related to the restructuring and other charges, as discussed above (in millions): 


FISCAL 2020 AND 
PRIOR PLANS FISCAL 2021 PLAN 
Employee Employee 
Severance Other Severance Other Total 
Liability as of July 28, 2018. ...... 0.0... eee eee $ 60 $ 13 $ — $ — $ 73 
Chargesi-.2.22.4c-r0cnerbannend and eed eed eodawdardiend ied 252 70 — — 322 
Cash PAymENTS: sasat 225 sai sen ges gee pee ee ae A (289) (10) — — (299) 
NOn=Cash iteMSeere raae EE e aS (1) (62) — — (63) 
Liability as of July 27, 2019... nnan nnana 22 11 — — 33 
B PEPEE E N A E E A E ied 353 128 — — 481 
Cash payments... 0... 0... ccc cece teens (317) (10) — — (327) 
Non cáshitemS 5% cd cnc lon DETENTE EE RARER — (115) — — (115) 
Liability as of July 25, 2020 ....... nanana 58 14 — — 72 
Charges acars aas ran RE ace E eae dean Rae SE ae AN — 5 836 45 886 
Cash payments o eerrecrecreeii eee ghi Hi eS E Ere (58) (6) (821) (5) (890) 
Non-cash items ........ 0.0.0... cece ees — (3) 1 (32) (34) 
Liability as of July 31, 2021 ....... 2. ee eee $ — $ 10 $ 16 $ 8 $ 34 
7. Balance Sheet and Other Details 
The following tables provide details of selected balance sheet and other items (in millions): 
Cash, Cash Equivalents, and Restricted Cash 
July 31,2021 July 25, 2020 
Cashvarid cash equivalents... repprnr enren nex baa ENERE Ei EEEE EEE E ERES E $ 9,175 $ 11,809 
Restricted cash included in other current assets... 0.0.0... ccc cette eens 14 — 
Restricted cash included in other assets ...... 0... ccc naana 753 3 
Total cash, cash equivalents, and restricted cash. ... 00.0.0... ec cee eee $ 9.942 $ 11,812 
Our restricted cash balances are funds primarily related to contractual obligations with suppliers. 
Inventories 
July 31,2021 July 25, 2020 
Raw materials) rersereens eti aE aged ace 4 E aunt, R E ARAA REA E a oak $ 801 $ 456 
Work In PIOCESS na sna erns cnet rR RE ARE ER AE AE EE SE EE E EA E E Ea 54 25 
Finished goods: 
Deferred cost of sales... ... n.n nnn nnn annene 97 59 
Manufactured finished 9004S: : 2:4 025 ackacc Sun enaenacousenaecaouas S TES TESTI 422 542 
Total finished goods: 2...03.cc0.00800e0aeee Bie bee Saw dew SRW eee HAE A 519 601 
Service-telated Spares: earnen n conten Rend asad and cab E E any anda E S eae ewe os 174 184 
Demonstration: Systems... sas sas edie ade ade BAe eo EE EE E ke een entender daut ede 11 16 
Totale a a e AE E EN ENE EA a a a A a N $ 1,559 $ 1,282 


Our provision for inventory was $116 million, $74 million, and $77 million in fiscal 2021, 2020, and 2019, respectively. 
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Property and Equipment, Net 


Gross property and equipment: 
Land, buildings, and building and leasehold improvements. ................0000 ee eee 
Computer equipment and related software 
Production, engineering, and other equipment 
Operating lease assets 
Furniture, fixtures and other 
Total gross property and equipment... sre 6... eee eet e EINER 
Less: accumulated depreciation and amortization 
Total 


Remaining Performance Obligations 


Product eenei ace ote hehe sce hes ese Se eee eee ach anemia ate ans 
SOE VIC E A E EEEE E E E E E E E E E E E EE 


July 31, 2021 July 25, 2020 
$ 4304 $ 4,252 
858 875 
5,106 5,163 
273 337 
377 387 
10,918 11,014 
(8,580) (8,561) 
$ 2,338 $ 2,453 
July 31, 2021 July 25, 2020 
$ 13,270 $ 11,261 
17,623 17,093 
$ 30,893 $ 28,354 


Remaining Performance Obligations (RPO) are comprised of deferred revenue plus unbilled contract revenue. As of July 31, 2021, 
the aggregate amount of RPO was comprised of $22.2 billion of deferred revenue and $8.7 billion of unbilled contract revenue. 
We expect approximately 53% of this amount to be recognized as revenue over the next 12 months. As of July 25, 2020, the 
aggregate amount of RPO was comprised of $20.4 billion of deferred revenue and $7.9 billion of unbilled contract revenue. 
Unbilled contract revenue represents noncancelable contracts for which we have not invoiced, have an obligation to perform, and 


revenue has not yet been recognized in the financial statements. 


Deferred Revenue 
July 31, 2021 July 25, 2020 
Producta aoaea es Nt E A ees A A a ea eS $ 9,416 $ 7,895 
SIVIC E ea E E E E E A Ae A E A A E ce Re 12,748 12,551 
POCA, E E E E ct Be Scand E dca dca dca dca dca do Re ORAS $ 22,164 $ 20,446 
Reported as: 
AEN E E ET IAT A acs apm ener aera’ tenses EEEE E deste, deaheas dedi dodset tote tote $ 12,148 $ 11,406 
INONCUFTOIE aaan a oi vil oe ok ch teeta haa hanna tag Pea eae Ce hu Os nee 10,016 9,040 
n O aay god ante gute gears pair aewe aoe genre Mar eter ater ET $ 22,164 $ 20,446 
8. Leases 
(a) Lessee Arrangements 
The following table presents our operating lease balances (in millions): 
Balance Sheet Line Item July 31,2021 July 25, 2020 
Operating lease right-of-use assets .......... 0.0. e eee ee eee eee Other assets $ 1,095 $ 921 
Operating lease liabilities... 0.0.0... cee ce eee Other current liabilities $ 337 $ 341 
Operating lease liabilities: s rer cerierinre ba aeae eda ae a Other long-term liabilities 831 661 
$ 1,168 $ 1,002 


Total operating lease liabilities 
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The components of our lease expenses were as follows (in millions): 


Years Ended July 31,2021 July 25, 2020 
Operating lease expense... 0... een ete nent beeen ene ees $ 39 $ 428 
Short-term lease Expe Enae ssnea kath A atk wea ee ERS RS SE ERS TEAS E 65 69 
Variable lease expense riecrccieei iee ie abe wheat yeahs hes) EEE OE EE KARE EERE 173 157 

Total lease Erpe Esearo e r EEEE EENE E EAE EE ENEN E EENEN NNA $ 637 $ 654 


Supplemental information related to our operating leases is as follows (in millions): 


Years Ended July 31,2021 July 25, 2020 
Cash paid for amounts included in the measurement of lease liabilities — operating cash flows ... $ 407 $ 413 
Right-of-use assets obtained in exchange for operating leases liabilities....................04- $ 536 $ 197 


The weighted-average lease term was 5.2 years and 4.0 years as of July 31, 2021 and July 25, 2020, respectively. The weighted- 
average discount rate was 1.7% and 1.5% as of July 31, 2021 and July 25, 2020, respectively. 


The maturities of our operating leases (undiscounted) as of July 31, 2021 are as follows (in millions): 


Fiscal Year Amount 
P O A EREE EA P PEE A EE E A E E E A O N AEEA $ 355 
PAE EENET EEEE E E E asta E E E E E E E E EEE T E oe eo 279 
QOQ4 E E A ORE E Red E E E E E T 195 
2025 8s ck ph OER RR OER ERR E OOK ET E ORR RR Raw ek bee E E 127 
2026 vitae dbs seb eb eee bee back Ge fee ak Oo a a ee hd Oe ee 70 
Thercalte i enaena e gente sue N ct puatech svat sop ack ant a A estan a E eatin E ate 219 
Total lease pay eM o.0 cette ie ee r dn tases aieasaeaieaeadsadaa tee’ 1,245 
Less interest... ee ene en en eee nee eee e ee nee teen ten tenn eee (77) 
Total erreira tek dares so See Pee eden dee Sai Ses E dee aatn a deis E E gS ees Ges eas Grape Gees Baave gn ee $ 1.168 


(b) Lessor Arrangements 


Our leases primarily represent sales-type leases with terms of four years on average. We provide leasing of our equipment and 
complementary third-party products primarily through our channel partners and distributors, for which the income arising from 
these leases is recognized through interest income. Interest income for fiscal 2021 and 2020 was $75 million and $94 million, 
respectively, and was included in interest income in the Consolidated Statement of Operations. The net investment of our lease 
receivables is measured at the commencement date as the gross lease receivable, residual value less unearned income and 
allowance for credit loss. For additional information, see Note 9. 


Future minimum lease payments on our lease receivables as of July 31, 2021 are summarized as follows (in millions): 


Fiscal Year Amount 
2022 sack spice ea Wieck e a ck cae he arch R a a ae a Ea Te Tana Ea Ee T Ta EE T E EA OE $ 682 
202 aer era a E Ss os sede E E ahi face he Seg eta E Baten A E E E O aa alie 3 556 
DO QA EE E AE AE ese d See AEG A Ses FS SSA RR WARD oe an eet E eaten bes 286 
DODD E AETA EE peice peice gach E E E taeda ddan tele dod E T A 144 
2020r re a a a E A AEE E E E a tee he ee he ae eh ae E E aa E e 41 
There atte srerser sarnane EEE EEE E AE E og E op ios op Waa gp Wee eb Sea eg abel AAS AE E A À A 1 
Total seare tones ess a a E Soe ae fee eee ne ee E E E ne eee 1,710 
Less: Present value of lease payments... 0... ee tence eee e ees 1,632 
Uncarned INCOME eg: eae e 8 are acerca nies ss nis pn ee epee nce sea ae ee ee te Se eee es $ 78 


Actual cash collections may differ from the contractual maturities due to early customer buyouts, refinancings, or defaults. 
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We provide financing of certain equipment through operating leases, and the amounts are included in property and equipment 
in the Consolidated Balance Sheets. Amounts relating to equipment on operating lease assets held by us and the associated 
accumulated depreciation are summarized as follows (in millions): 


July 31,2021 July 25, 2020 


Operating lease assets: eseun seti sate sate sale tats, a dala a eae a a Ag teat ait $ 273 $ 337 
Accumulated depreciation. -esre ripsiin ten ene e (165) (198) 
Operating lease assets; Nt s.s 2.0% :cods exe caved cod cad wad ced ban Od nae dw Bae A $ 108 $ 139 


Our operating lease income for fiscal 2021 and 2020 was $151 million and $190 million, respectively, and was included in 
product revenue in the Consolidated Statement of Operations. 


Minimum future rentals on noncancelable operating leases as of July 31, 2021 are summarized as follows (in millions): 


Fiscal Year Amount 
QOD Dix sis. ERE E ER E dete ieee E E E EE E EEEE E E A A E O len O i ich brake when Y $ 49 
PLOP E EA A E E A A A E Peed 24 
20A e a stati ae a S tet a a aa a a e a ahs san a a ines A etecets 6 
ZOD gee argh ate ear na ana a Sree Oca rece E E E E O T E T A 1 
To e E E EE E E sae nae E REEE $ 80 


9. Financing Receivables 
(a) Financing Receivables 


Financing receivables primarily consist of lease receivables, loan receivables, and financed service contracts. Lease receivables 
represent sales-type leases resulting from the sale of Cisco’s and complementary third-party products and are typically 
collateralized by a security interest in the underlying assets. Lease receivables consist of arrangements with terms of four years 
on average. Loan receivables represent financing arrangements related to the sale of our hardware, software, and services, which 
may include additional funding for other costs associated with network installation and integration of our products and services. 
Loan receivables have terms of three years on average. Financed service contracts include financing receivables related to 
technical support and advanced services. Revenue related to the technical support services is typically deferred and included in 
deferred service revenue and is recognized ratably over the period during which the related services are to be performed, which 
typically ranges from one year to three years. 


A summary of our financing receivables is presented as follows (in millions): 


Lease Loan Financed Service 
July 31, 2021 Receivables Receivables Contracts Total 
GEOSS o ss piss doses, doses sodden dente jade Javed avads soadavsvd oo ai asa aoi oS $ 1,710 $ 5,203 $ 2,453 $ 9,366 
Residtial value: io: 6..06245.446244 04.00 bw ete tw ete tee es 103 — — 103 
Unearned income............0.. 0.0. eee (78) — — (78) 
Allowance for credit loss.......... nnna na nannan (38) (86) (3) (127) 
Total, net wise 6633 beh ber hier rOn the ee EOE E $ 1,697 $ 5,117 $ 2,450 $ 9,264 
Reported as: 
(IARE OE er en as Sn nd PS Ae $ 780 $ 2,372 $ 1,228 $ 4,380 
Noncurrent ...... 0.0.0.0... ccc ee eee eee eee 917 2,745 1,222 4,884 
Total, Net: soci<22cc:ete ete ete e beste bee PS dG RRS Ee $ 1,697 $ 5,117. $ 2,450 $ 9,264 
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July 25, 2020 


CGTOSS aces Ee eraser era ea see eer Bs eee a hae eee 


Allowance for credit loss... 0.0.0... ce ccc eee ee 
Total, net... cc eect en ee eee 


Reported as: 


Cürrent. s sosai as ee ee eee eee ees 


(b) Credit Quality of Financing Receivables 


Lease Loan Financed Service 
Receivables Receivables Contracts Total 
rer $ 2,127 $ 5,937 $ 2,830 $ 10,894 
SEFA 123 — — 123 
ee (114) = — (114) 
oe (48) (81) (9) (138) 
ieee ah $ 2,088 $ 5,856 $ 2,821 $ 10.765 
e $ 918 $ 2,692 $ 1,441 $ 5,051 
aa 1,170 3,164 1,380 5,714 
wadetes $ 2,088 $ 5,856 $ 2,821 $ 10,765 


Gross financing receivables ® categorized by our internal credit risk rating by period of origination as of July 31, 2021 are 


summarized as follows (in millions): 


Internal Credit Risk Rating 
Lease Receivables: 


7 and Higher :..03. oy Pin bebe be eh eae Sao Be Raw S 
Total Lease Receivables...................... 


Loan Receivables: 


7 and Higher............. 0.0... cee eee 


Total Loan Receivables ...................... 


Financed Service Contracts: 


7 and. Higher yo. casa cacan cones ecu a exe TLA E 
Total Financed Service Contracts.............. 


Fiscal Year 


July 29, July28, July27, July25, July 31, 

Prior 2017 2018 2019 2020 2021 Total 
$ 2 $ 20 $ 100 $ 168 $ 282 $ 227 $ 799 
1 17 65 187 285 231 786 
— 2 6 12 23 4 47 
$ 3 $ 39 $ 171 $ 367 $ 590 $ 462 $ 1,632 
$ 4 $ 86 $ 134 $ 577 $ 990 $1,552 $ 3,343 
— 19 75 202 505 925 1,726 
1 2 4 50 43 34 134 
$ 5 $ 107 $ 213 $ 829 $1,538 $2,511 $ 5,203 
$ — $ 38 $ 26 $ 106 $ 252 $1,053 $ 1,475 
— 6 26 105 302 520 959 
— — 1 6 7 5 19 
$ — $ 44 $ 53 $ 217 $ 561 $1,578 $ 2,453 
$ 8 $ 190 $ 437 $1,413 $2,689 $4,551 $ 9,288 


‘) Lease receivables calculated as gross lease receivables, excluding residual value, less unearned income. 


The following table summarizes our gross receivables categorized by our internal credit risk rating as of July 25, 2020 and was 
not restated to reflect the impact of adoption of the accounting standards update on Credit Losses on Financial Instruments: 


July 25, 2020 


Lease receivable uninin Sach Gt Gate a Gee eh eh aes 


INTERNAL CREDIT RISK RATING 


lto4 5 to 6 7 and Higher Total 
bsp teh Bee Re $ 992 $ 952 $ 69 $ 2,013 
ere ee ee 3,808 1,961 168 5,937 
i Sgh Bed Bead 1,645 1,153 32 2,830 
AAR $ 6445 $ 4,066 $ 269 $ 10,780 
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The following tables present the aging analysis of gross receivables as of July 31, 2021 and July 25, 2020 (in millions): 


DAYS PAST DUE 
(INCLUDES BILLED AND UNBILLED) 


Nonaccrual Impaired 


Total 120+ Still Financing Financing 

July 31, 2021 31 - 60 61-90 91+ Past Due Current Total Accruing Receivables Receivables 

Lease receivables ........ $ 21$ 17$ 29 § 67 $ 1,565 $ 1,632 $ 1$ 33 $ 26 

Loan receivables. ........ 71 17 35 123 5,080 5,203 4 33 33 

Financed service contracts 18 13 18 49 2,404 2,453 3 3 3 

Total eeo rce wie dhs $ 110$ 47$ 825$ 239 $ _ 9,049 $ 9.288 $ 8 $ 69 $ 62 
DAYS PAST DUE 


(INCLUDES BILLED AND UNBILLED) 


Nonaccrual Impaired 


Total Financing Financing 

July 25, 2020 31-60 61-90 91+ Past Due Current Total Receivables Receivables 
Lease receivables................ $ 29$ 47$ 48 $ 124 $ 1,889 $ 2,013 $ 43 $ 43 
Loan receivables ................ 129 78 78 285 5,652 5,937 65 65 
Financed service contracts ........ 69 75 124 268 2,562 2,830 4 4 
TOtAlcicckosaeeheeheshawhans $227 $ 200 $ 250 $ 677 $ 10,103 $ 10,780 $ 112 $ 112 


Past due financing receivables are those that are 31 days or more past due according to their contractual payment terms. The data 
in the preceding tables is presented by contract, and the aging classification of each contract is based on the oldest outstanding 
receivable, and therefore past due amounts also include unbilled and current receivables within the same contract. 


As of July 25, 2020, we had financing receivables of $67 million, net of unbilled or current receivables, that were greater than 
120 days plus past due but remained on accrual status as they are well secured and in the process of collection. 


(c) Allowance for Credit Loss Rollforward 


The allowances for credit loss and the related financing receivables are summarized as follows (in millions): 


CREDIT LOSS ALLOWANCES 


Lease Loan Financed Service 
Receivables Receivables Contracts Total 
Allowance for credit loss as of July 25, 2020 ..................... $ 48 $ 81 $ 9 $ 138 
Provisions (benefits). .........0.0 0.0.0. eens (10) (12) (5) (27) 
Recoveries (write-offs), net ........00. nunnan ccc eens (1) (1) — (2) 
Foreign exchange and other.................. 0 0c ee eee eee eee eee 1 18 (1) 18 
Allowance for credit loss as of July 31, 2021 ..................... $ 38 $ 86 $ 3 $ 127 
CREDIT LOSS ALLOWANCES 
Lease Loan Financed Service 
Receivables Receivables Contracts Total 
Allowance for credit loss as of July 27, 2019.0... 6.2 nananana $ 46 $ 71 $ 9 $ 126 
Provisions (benefits) ... 0... 0... eee tenn ene nee 5 32 1 38 
Recoveries (write-offs) Bèt esus Scatter iene tenn geste (3) (19) — (22) 
Foreign exchange and other»... ness sesser sereerieiiesr eis eens — (3) (1) (4) 
Allowance for credit loss as of July 25, 2020...............00 000005 $ 48 $ 81 $ 9 $ 138 
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CREDIT LOSS ALLOWANCES 


Lease Loan Financed Service 
Receivables Receivables Contracts Total 
Allowance for credit loss as of July 28, 2018. ..............00 000005 $ 135 -$ 60 $ 10 $ 205 
Provisions (betiefits).. os: sricci eitie tii r Err Eea EEEE EEEE (54) 11 27 (16) 
Recoveries (write-offs), net 2.0... eect eee nee (14) — (28) (42) 
Foreign exchange and other . oes cess cerai asrasa eee eee eee (21) — — (21) 
Allowance for credit loss as of July 27, 2019.2... 0... nananana $ 46 $ 7 $ 9 $ 126 


10. Available-for-Sale Debt and Equity Investments 
(a) Summary of Available-for-Sale Debt Investments 


The following tables summarize our available-for-sale debt investments (in millions): 


Gross 
Gross Unrealized 

Amortized Unrealized and Credit Fair 

July 31, 2021 Cost Gains Losses Value 
U.S. government securities ..........0 0.0.00 $ 1,773 $ 21 $ — $ 1,794 
U.S. government agency securities. ........ L.. nunnana 152 — — 152 
Non-U.S. government and agency securities...................... 3 — — 3 
Corporate debt securities .............. 00... cece eee 8,727 213 (30) 8,910 
U.S. agency mortgage-backed securities......................... 2,838 34 (10) 2,862 
Commercial paper ............. 2.0.0. e ce teen eens 1,190 — — 1,190 
Certificates of deposit ... 0.0.0.0... 0... ee eens 295 — — 295 
Total- 36:64. oteetie wadew ehen den ae EEE $ 14,978 $ 268 $ (40) $ 15,206 

Gross Gross 

Amortized Unrealized Unrealized Fair 

July 25, 2020 Cost Gains Losses Value 
U.S. government securities osse tes teresas ccc ccc OEE $ 2,614 $ 71 $ — $ 2,685 
U.S. government agency securities .... 0.0... eee eee 110 — — 110 
Corporate debt securities ss isieie Sack e a a E aE 11,549 334 (6) 11,877 
U.S. agency mortgage-backed securities. ..... n... 0.0.0.0. eee ee eee 1,987 49 (1) 2,035 
Commercial paper..4..082 4204. a00 nahadn com sem sem bdwenvedua dues 727 — — 727 
Certificates of deposit sersseeiiit astien ie ENEA EAE EEES EAA 176 — — 176 
Total ose pir ra ron E rE IAA EIEEE EAN TEE AEEA $ 17,163 $ 454 $ (7) $ 17.610 


The following table presents the gross realized gains and gross realized losses related to available-for-sale debt investments 
(in millions): 


Years Ended July 31,2021 July 25,2020 July 27, 2019 

Grossrealized Cains errepi iai na a E A RA RARE $ 55 $ 70 $ 17 

Grossifealized TOSSES sociigi Quek Ga es Rak a RE e Aad Ag E Had Hd E E (2) (28) (30) 
Total oea e a senses ert cra Srara Start cree a er eee ree ee eee $ 53 $ 42 $ (13) 
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The following tables present the breakdown of the available-for-sale debt investments with gross unrealized losses and the 
duration that those losses had been unrealized at July 31, 2021 and July 25, 2020 (in millions): 


UNREALIZED LOSSES UNREALIZED LOSSES 


LESS THAN 12 MONTHS 12 MONTHS OR GREATER TOTAL 
Gross Gross Gross 
Unrealized Unrealized Unrealized 
July 31, 2021 Fair Value Losses Fair Value Losses Fair Value Losses 
U.S. government securities .............. $ 468 $ — $ — § — $ 468 $ = 
U.S. government agency securities........ 26 — — — 26 — 
Corporate debt securities ............... 1,086 (5) 6 — 1,092 (5) 
U.S. agency mortgage-backed securities. . . 1,293 (10) 13 — 1,306 (10) 
Commercial paper..................... 37 — — — 37 — 
Total erene tresan si ee ERNER $ 2,910 $ (15) $ 19 $ — $ 2929$ a5) 
UNREALIZED LOSSES UNREALIZED LOSSES 
LESS THAN 12 MONTHS 12 MONTHS OR GREATER TOTAL 
Gross Gross Gross 
Unrealized Unrealized Unrealized 
July 25, 2020 Fair Value Losses Fair Value Losses Fair Value Losses 
U.S. government agency securities......... $ 33 $ — $ — $ — $ 33 $ = 
Corporate debt securities................. 1,060 (6) 3 — 1,063 (6) 
U.S. agency mortgage-backed securities. .... 265 (1) — — 265 (1) 
Totala asta, c-acaeaca steed NE caste hen athena $ 1,358 $ (7) 3 $ — $ 1,361 $ (7) 


The following table summarizes the maturities of our available-for-sale debt investments as of July 31, 2021 (in millions): 


Amortized Cost Fair Value 


Wath year maree mag tee cin ects e E E a cents r A pete teased tebe tea Repetto $ 4,981 $ 4,976 
After T year through: Syears? + 22.2 a: .an2.o0.5,. A Rad, Ren ees oka etaeta ata E NENES 6,517 6,677 
After 5: years through 10 years sie 5..4 2.020 e Bhs ee wr Pewee eae a eae ah aw eae neds 637 685 
etne a CATS arate ircact Beacist E E E tera a ees cuane sce E E gata Gade cose 5 6 
Mortgage-backed securities with no single maturity. ........0. 0... 0c cece cece eee nee 2,838 2,862 

Total er aa e E a aang feng E E kaneis aware shanna ewan ene a emotion sheen ters atata ater $ 14,978 $ 15,206 


Actual maturities may differ from the contractual maturities because borrowers may have the right to call or prepay certain 
obligations. 


(b) Summary of Equity Investments 


We recognized a net unrealized gain during fiscal 2021 on our marketable securities still held as of the reporting date of 
$8 million. Our net adjustments to non-marketable equity securities measured using the measurement alternative still held was 
a net gain of $39 million and a net loss of $13 million for fiscal 2021 and 2020, respectively. We held equity interests in certain 
private equity funds of $0.9 billion and $0.7 billion as of July 31, 2021 and July 25, 2020, respectively, which are accounted for 
under the NAV practical expedient. 


In the ordinary course of business, we have investments in privately held companies and provide financing to certain customers. 
These privately held companies and customers are evaluated for consolidation under the variable interest or voting interest 
entity models. We evaluate on an ongoing basis our investments in these privately held companies and our customer financings, 
and have determined that as of July 31, 2021, there were no significant variable interest or voting interest entities required to be 
consolidated in our Consolidated Financial Statements. 


As of July 31, 2021, the carrying value of our investments in privately held companies was $1.5 billion. Of the total carrying 
value of our investments in privately held companies as of July 31, 2021, $0.9 billion of such investments are considered to be 
in variable interest entities which are unconsolidated. We have total funding commitments of $0.2 billion related to privately 
held investments, some of which may be based on the achievement of certain agreed-upon milestones, and some of which are 
required to be funded on demand. The carrying value of these investments and the additional funding commitments collectively 
represent our maximum exposure related to privately held investments. 
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11. Fair Value 
(a) Assets and Liabilities Measured at Fair Value on a Recurring Basis 


Assets and liabilities measured at fair value on a recurring basis were as follows (in millions): 


JULY 31, 2021 JULY 25, 2020 
FAIR VALUE MEASUREMENTS FAIR VALUE MEASUREMENTS 
Total Total 
Level 1 Level 2 Balance Level 1 Level 2 Level 3 Balance 

Assets: 
Cash equivalents: 

Money market funds ................... $ 5,694 $ — $ 5,694 $ 9,687 $ — $ — $ 9,687 

Commercial paper ....... oeenn annuns — 114 114 — — — — 

U.S. government securities .............. — 300 300 — — — — 

Corporate debt securities................ — — — — 8 — 8 
Available-for-sale debt investments: 

U.S. government securities .............. — 1,794 1,794 — 2,685 — 2,685 

U.S. government agency securities ........ — 152 152 — 110 — 110 

Corporate debt securities................ — 8,910 8,910 — 11,877 — 11,877 

U.S. agency mortgage-backed securities... . — 2,862 2,862 — 2,035 — 2,035 

Non-U.S. government agency securities.... — 3 3 — — — — 

Commercial paper ..............0.00055 — 1,190 1,190 — 727 — 727 

Certificates of deposit ...............0.. — 295 295 — 176 — 176 
Equity investments: 

Marketable equity securities ............. 137 — 137 — — — — 
Other assets: 

Money market funds ................... 750 — 750 — — — — 
Derivative assets hensen 2252655050000 RAS — 126 126 — 190 1 191 

Total cei. bh kaa ioi eed hed AERA $ 6,581 $ 15,746 $ 22,327 $ 9,687 $ 17,808 $ 1 $ 27,496 

Liabilities: 

Derivative liabilities..................0. $ — $ 20 $ 20 $ — $ 10 $ — $ 10 

TOLA aed. a eea e a aae a A ES $ — $ 20 $ 20 $ — $ 10 $ — $ 10 


Level 1 marketable securities are determined by using quoted prices in active markets for identical assets. Level 2 available- 
for-sale debt investments are priced using quoted market prices for similar instruments or nonbinding market prices that are 
corroborated by observable market data. Our derivative instruments are primarily classified as Level 2, as they are not actively 
traded and are valued using pricing models that use observable market inputs. We did not have any transfers between Level 1 and 
Level 2 fair value measurements during the periods presented. Level 3 assets include certain derivative instruments, the values 
of which are determined based on discounted cash flow models using inputs that we could not corroborate with market data. 


(b) Assets Measured at Fair Value on a Nonrecurring Basis 


The carrying value of our non-marketable equity securities measured using the measurement alternative recorded to fair 
value on a non-recurring basis is adjusted for observable transactions for identical or similar investments of the same issuer 
or impairment. These securities are classified as Level 3 in the fair value hierarchy because we estimate the value based on 
valuation methods using the observable transaction price at the transaction date and other unobservable inputs such as volatility, 
rights, and obligations of the securities we hold. 


(c) Other Fair Value Disclosures 


The fair value of our short-term loan receivables and financed service contracts approximates their carrying value due to 
their short duration. The aggregate carrying value of our long-term loan receivables and financed service contracts as of 
July 31, 2021 and July 25, 2020 was $4.0 billion and $4.5 billion, respectively. The estimated fair value of our long-term loan 


80 


receivables and financed service contracts approximates their carrying value. We use significant unobservable inputs in 
determining discounted cash flows to estimate the fair value of our long-term loan receivables and financed service contracts, 
and therefore they are categorized as Level 3. 


As of July 31, 2021 and July 25, 2020, the estimated fair value of our short-term debt approximates its carrying value due to the 
short maturities. As of July 31, 2021, the fair value of our senior notes was $13.7 billion, with a carrying amount of $11.5 billion. 
This compares to a fair value of $17.4 billion and a carrying amount of $14.6 billion as of July 25, 2020. The fair value of the 
senior notes was determined based on observable market prices in a less active market and was categorized as Level 2 in the 
fair value hierarchy. 


12. Borrowings 
(a) Short-Term Debt 


The following table summarizes our short-term debt (in millions, except percentages): 


July 31, 2021 July 25, 2020 
Amount Effective Rate Amount Effective Rate 
Current portion of long-term debt ..........0.0 ccc ce cee eee $ 2,508 1.75% $ 3,005 2.07% 


We have a short-term debt financing program of up to $10.0 billion through the issuance of commercial paper notes. We use the 
proceeds from the issuance of commercial paper notes for general corporate purposes. We had no commercial paper outstanding 
as of July 31, 2021 and July 25, 2020. 


The effective rates for the short- and long-term debt include the interest on the notes, the accretion of the discount, the issuance 
costs, and, if applicable, adjustments related to hedging. 


(b) Long-Term Debt 


The following table summarizes our long-term debt (in millions, except percentages): 


July 31, 2021 July 25, 2020 
Maturity Date Amount Effective Rate Amount Effective Rate 
Senior notes: 
Fixed-rate notes: 
220%) EE EE E E nantes February 28, 2021 $ — — $ 2,500 2.30% 
PAEA E E E E A AA EE E March 4, 2021 — — 500 0.94% 
L85 aia a September 20, 2021 2,000 1.90% 2,000 1.90% 
KOOG E cos R S June 15, 2022 500 1.13% 500 1.21% 
260% ee ces EN E E E E EE February 28, 2023 500 2.68% 500 2.68% 
PAPI EE ETTET September 20, 2023 750 2.27% 750 2.27% 
3625% iige Secs Genes bee Sees Geos Sete Soe a March 4, 2024 1,000 1.00% 1,000 1.06% 
ZSO assis grin saver sana ace ater ar andeseadt June 15, 2025 500 1.29% 500 1.37% 
PA E E E E E Pitta Pate wea as February 28, 2026 750 3.01% 750 3.01% 
2.50% oep ip oip ace mip arig atip eee September 20, 2026 1,500 2.55% 1,500 2.55% 
DOO a a E es February 15, 2039 2,000 6.11% 2,000 6.11% 
550%) EE E E E E E E EE January 15, 2040 2,000 5.67% 2,000 5.67% 
Total s pansar once ent E ai 11,500 14,500 
Unaccreted discount/issuance costs .......... (80) (88) 
Hedge accounting fair value adjustments...... 106 171 
Total erroen hee tete be bas tads $ 11,526 $ 14,583 
Reported as: 
Short-term debt .....................00005 $ 2,508 $ 3,005 
Long-term debt .......... 0.000.000 0c eee 9,018 11,578 
Total e sno ass Rone ae han oe es oe $ 11,526 $ 14,583 
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We have entered into interest rate swaps in prior periods with an aggregate notional amount of $2.0 billion designated as fair 
value hedges of certain of our fixed-rate senior notes. These swaps convert the fixed interest rates of the fixed-rate notes to 
floating interest rates based on the LIBOR. The gains and losses related to changes in the fair value of the interest rate swaps 
substantially offset changes in the fair value of the hedged portion of the underlying debt that are attributable to the changes in 
market interest rates. For additional information, see Note 13. 


Interest is payable semiannually on each class of the senior fixed-rate notes. Each of the senior fixed-rate notes is redeemable 
by us at any time, subject to a make-whole premium. The senior notes rank at par with the commercial paper notes that may be 
issued in the future pursuant to our short-term debt financing program, as discussed above under “(a) Short-Term Debt.” As of 
July 31, 2021, we were in compliance with all debt covenants. 


As of July 31, 2021, future principal payments for long-term debt, including the current portion, are summarized as follows (in 
millions): 


Fiscal Year Amount 
2022 cn dere neta eee tale he Hed Rad wd Hd Hd Hd ed Wee eee eee eS ESSE eae eases $ 2,500 
2023 ae a a eee a 500 
2024. spesa oes eho he ORR DARD ARON SOR SAR SOR DOR BORER EEE ORO R SE Oa Oe OR bs De a a as 1,750 
QO 2D ig be te th ed ed ae eRe eRe wad eka add ahaa Dae ee Aes 500 
202 OS rgen cope E gaged dosed dean Reghean Beet ane ENEN E E E E E E aE E estan a arteries 750 
Thereafter eassa cated eaa E hac E E E E E E EEEE EE EE 5,500 
K oie T E E E EEE E E E E E E E EE E $ 11,500 


Our $2.0 billion senior fixed-rate notes with a maturity date of September 20, 2021 were redeemed on August 20, 2021, pursuant 
to our par call redemption option. The redemption price was equal to 100% of the principal amount plus any accrued and unpaid 
interest to, but excluding, August 20, 2021. 


(c) Credit Facility 


On May 13, 2021, we entered into a 5-year credit agreement with certain institutional lenders that provides for a $3.0 billion 
unsecured revolving credit facility that is scheduled to expire on May 13, 2026. The credit agreement is structured as an 
amendment and restatement of our 364-day credit agreement, which would have terminated on May 14, 2021. As of July 31, 
2021, we were in compliance with the required interest coverage ratio and the other covenants, and we had not borrowed any 
funds under the credit agreement. 


Any advances under the 5-year credit agreement will accrue interest at rates that are equal to, based on certain conditions, either 
(a) with respect to loans in U.S. dollars, (i) LIBOR or (ii) the Base Rate (to be defined as the highest of (x) the Bank of America 
prime rate, (y) the Federal Funds rate plus 0.50% and (z) a daily rate equal to one-month LIBOR plus 1.0%), (b) with respect to 
loans in Euros, EURIBOR, (c) with respect to loans in Yen, TIBOR and (d) with respect to loans in Pounds Sterling, SONIA 
plus a credit spread adjustment, plus a margin that is based on our senior debt credit ratings as published by Standard & Poor’s 
Financial Services, LLC and Moody’s Investors Service, Inc., provided that in no event will the interest rate be less than 0.0%. 
We will pay a quarterly commitment fee during the term of the 5-year credit agreement which may vary depending on our senior 
debt credit ratings. In addition, the 5-year credit agreement incorporates certain sustainability-linked metrics. Specifically, our 
applicable interest rate and commitment fee are subject to upward or downward adjustments if we achieve, or fail to achieve, 
certain specified targets based on two key performance indicator metrics: (i) social impact and (ii) foam reduction. We may also, 
upon the agreement of either the then-existing lenders or additional lenders not currently parties to the agreement, increase the 
commitments under the credit facility by up to an additional $2.0 billion and, at our option, extend the maturity of the facility 
for an additional year up to two times. The credit agreement requires that we comply with certain covenants, including that we 
maintain an interest coverage ratio as defined in the agreement. 
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13. Derivative Instruments 
(a) Summary of Derivative Instruments 


We use derivative instruments primarily to manage exposures to foreign currency exchange rate, interest rate, and equity price 
risks. Our primary objective in holding derivatives is to reduce the volatility of earnings and cash flows associated with changes 
in foreign currency exchange rates, interest rates, and equity prices. Our derivatives expose us to credit risk to the extent that 
the counterparties may be unable to meet the terms of the agreement. We do, however, seek to mitigate such risks by limiting 
our counterparties to major financial institutions and requiring collateral in certain cases. In addition, the potential risk of loss 
with any one counterparty resulting from this type of credit risk is monitored. Management does not expect material losses as 
a result of defaults by counterparties. 


The fair values of our derivative instruments and the line items on the Consolidated Balance Sheets to which they were recorded 
are summarized as follows (in millions): 


DERIVATIVE ASSETS DERIVATIVE LIABILITIES 
July 31, July 25, July 31, July 25, 
Balance Sheet Line Item 2021 2020 Balance Sheet Line Item 2021 2020 
Derivatives designated as hedging instruments: 
Foreign currency derivatives.................0.. Other current assets $ 14 $ 7 Other current liabilities $ 3 $ 2 
Foreign currency derivatives................00.. Other assets 1 — Other long-term liabilities — — 
Interest rate derivatives ccs roressiasicsiiiecire Other current assets 9 6 Other current liabilities — — 
Interest rate derivatives ecs sororcresera urisini Other assets 99 169 Other long-term liabilities — — 
Total sanr ondanniy teees E E E E RA 123 182 3 2 
Derivatives not designated as hedging instruments: 
Foreign currency derivatives................000. Other current assets 3 8 Other current liabilities 16 8 
Foreign currency derivatives................000. Other assets — — Other long-term liabilities 1 — 
Equity dèrivatiyes ¢i4)6nbiaccu gio cheese eens Other assets — 1 Other long-term liabilities — — 
Total siie miniacea a ere E EE g 3 9 17 8 
Total siiani a EE OER $ 126 $ 191 $ 20 $ 10 


The following amounts were recorded on the Consolidated Balance Sheets related to cumulative basis adjustments for our fair 
value hedges (in millions): 


CUMULATIVE AMOUNT OF 
FAIR VALUE HEDGING 
ADJUSTMENT INCLUDED IN 
CARRYING AMOUNT OF THE THE CARRYING AMOUNT OF 
HEDGED ASSETS/ THE HEDGED ASSETS/ 
(LIABILITIES) LIABILITIES 
Balance Sheet Line Item of Hedged Item July 31, 2021 July 25, 2020 July 31, 2021 July 25, 2020 
Short-term debts: 44:4.0-dddveeanachaentavvdacddew Rave davies done as $ (508) $ (506) $ (9) $ (6) 
Long-term debt........ 000 ccccceceeecceecuceeteeuneees $ (1,594) $ (2,159) $ (97) $ (165) 


The effect of derivative instruments designated as fair value hedges, recognized in interest and other income (loss), net is 
summarized as follows (in millions): 


GAINS (LOSSES) FOR 
THE YEARS ENDED 


July 31, 2021 July 25, 2020 July 27, 2019 


Interest rate derivatives: 


Hedged items ameno oe E E in E E E N $ 65 $ (98) $ (138) 
Derivatives designated as hedging instruments .................00 0000 (67) 101 145 
Totale reee eaea each e n Beata eae AE E EE E ERT $ (2) $ 3 $ 7 
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The effect on the Consolidated Statements of Operations of derivative instruments not designated as hedges is summarized as 
follows (in millions): 


GAINS (LOSSES) FOR 


THE YEARS ENDED 
July 31, July 25, July 27, 
Derivatives Not Designated as Hedging Instruments Line Item in Statements of Operations 2021 2020 2019 
Foreign currency derivatives ...............00..0 000s Other income (loss), net $ 2 $ (5) $ (60) 
Total return swaps—deferred compensation............ Operating expenses and other 157 15 5 
Equity derivatives. ss sesasi ence cone oe oe eee eee oe Other income (loss), net 20 9 3 
Total. Gen ceadaddtyede nea tee-aee ate wise ete wea $179 $ 19 $ (52) 


The notional amounts of our outstanding derivatives are summarized as follows (in millions): 


July 31,2021 July 25, 2020 


Foreign currency derivatives + o.0%.4 $4000 bse bse bse bee Ora Ge a Gn a@ea@wa@wa@wa Bak REEDA $ 4,139 $ 4,315 
Interest rate derivatives i382 soos or bons Oe ERTEN EA NE N he ome ea enn bonne ee 2,000 2,500 
Total return swaps—deferred compensation. ........ 0.0.0 eee ccc e een tenes 730 580 

Total ea e a a n E AEE A REE ENE axe qantas tGana E E E E E A SE $ 6,869 $ 7,395 


(b) Offsetting of Derivative Instruments 


We present our derivative instruments at gross fair values in the Consolidated Balance Sheets. However, our master netting 
and other similar arrangements with the respective counterparties allow for net settlement under certain conditions, which are 
designed to reduce credit risk by permitting net settlement with the same counterparty. As of July 31, 2021 and July 25, 2020, the 
potential effects of these rights of set-off associated with the derivative contracts would be a reduction to both derivative assets 
and derivative liabilities of $17 million and $10 million, respectively. 


To further limit credit risk, we also enter into collateral security arrangements related to certain derivative instruments whereby 
cash is posted as collateral between the counterparties based on the fair market value of the derivative instrument. Under these 
collateral security arrangements, the net cash collateral received as of July 31, 2021 and July 25, 2020 was $109 million and $173 
million, respectively. Including the effects of collateral, this results in a net derivative liability of $3 million and a net derivative 
asset of $8 million as of July 31, 2021 and July 25, 2020, respectively. 


(c) Foreign Currency Exchange Risk 


We conduct business globally in numerous currencies. Therefore, we are exposed to adverse movements in foreign currency 
exchange rates. To limit the exposure related to foreign currency changes, we enter into foreign currency contracts. We do not 
enter into such contracts for speculative purposes. 


We hedge forecasted foreign currency transactions related to certain revenues, operating expenses and service cost of sales 
with currency options and forward contracts. These currency options and forward contracts, designated as cash flow hedges, 
generally have maturities of less than 24 months. The derivative instrument’s gain or loss is initially reported as a component of 
AOCI and subsequently reclassified into earnings when the hedged exposure affects earnings. During the fiscal years presented, 
we did not discontinue any cash flow hedges for which it was probable that a forecasted transaction would not occur. 


We enter into foreign exchange forward and option contracts to reduce the short-term effects of foreign currency fluctuations 
on assets and liabilities such as foreign currency receivables, long-term customer financings and payables. These derivatives 
are not designated as hedging instruments. Gains and losses on the contracts are included in other income (loss), net, and 
substantially offset foreign exchange gains and losses from the remeasurement of intercompany balances, other current assets, 
or liabilities denominated in currencies other than the functional currency of the reporting entity. 


We hedge certain net investments in our foreign operations with forward contracts to reduce the effects of foreign currency 
fluctuations on our net investment in those foreign subsidiaries. These derivative instruments generally have maturities of up 
to six months. 
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(d) Interest Rate Risk 


We hold interest rate swaps designated as fair value hedges related to fixed-rate senior notes that are due in fiscal 2022 through 
2025. Under these interest rate swaps, we receive fixed-rate interest payments and make interest payments based on LIBOR 
plus a fixed number of basis points. The effect of such swaps is to convert the fixed interest rates of the senior fixed-rate notes 
to floating interest rates based on LIBOR. The gains and losses related to changes in the fair value of the interest rate swaps are 
included in interest expense and substantially offset changes in the fair value of the hedged portion of the underlying debt that 
are attributable to the changes in market interest rates. 


(e) Equity Price Risk 


We hold marketable equity securities in our portfolio that are subject to price risk. To diversify our overall portfolio, we also hold 
equity derivatives that are not designated as accounting hedges. The change in the fair value of each of these investment types 
are included in other income (loss), net. 


We are also exposed to variability in compensation charges related to certain deferred compensation obligations to employees. 
Although not designated as accounting hedges, we utilize derivatives such as total return swaps to economically hedge this 
exposure and offset the related compensation expense. 


14. Commitments and Contingencies 
(a) Purchase Commitments with Contract Manufacturers and Suppliers 


We purchase components from a variety of suppliers and use several contract manufacturers to provide manufacturing services 
for our products. During the normal course of business, in order to manage manufacturing lead times and help ensure adequate 
component supply, we enter into agreements with contract manufacturers and suppliers that either allow them to procure inventory 
based upon criteria as defined by us or establish the parameters defining our requirements. A significant portion of our reported 
purchase commitments arising from these agreements consists of firm, noncancelable, and unconditional commitments. Certain 
of these purchase commitments with contract manufacturers and suppliers relate to arrangements to secure long-term supply 
and pricing for certain product components for multi-year periods. In certain instances, these agreements allow us the option to 
cancel, reschedule, and adjust our requirements based on our business needs prior to firm orders being placed. 


The following table summarizes our purchase commitments with contract manufacturers and suppliers (in millions): 


July 31, July 25, 
Commitments by Period 2021 2020 
ess than Lycan yad.¢a.c8ccvhete kh enna enuetie catia tin tha die tie hap AEEA $ 6,903 $ 3,994 
EO: SPY CAT SS a A E ae ence E « temo E E A tenses E E a E ahety ater 1,806 412 
310.5 Yeats: 2. civ. dds ide bee REESE eR oe adeeb eet de tte i eaves 1,545 — 
ARa re I EEEE E E EE E EEEE E TEE EE E AAE EEN A $ 10,254 $ 4,406 


We record a liability for firm, noncancelable, and unconditional purchase commitments for quantities in excess of our future 
demand forecasts consistent with the valuation of our excess and obsolete inventory. As of July 31, 2021 and July 25, 2020, the 
liability for these purchase commitments was $151 million and $141 million, respectively, and was included in other current 
liabilities. The provision for the liability related to purchase commitments with contract manufacturers and suppliers was $76 
million, $139 million, and $95 million in fiscal 2021, 2020, and 2019, respectively. 


(b) Other Commitments 


In connection with our acquisitions, we have agreed to pay certain additional amounts contingent upon the achievement of 
certain agreed-upon technology, development, product, or other milestones or upon the continued employment with Cisco of 
certain employees of the acquired entities. 


The following table summarizes the compensation expense related to acquisitions (in millions): 


July 31,2021 July 25,2020 July 27, 2019 
Compensation expense related to acquisitions. ............ 00 cece cee cece eens $ 262 $ 214 $ 313 


As of July 31, 2021, we estimated that future cash compensation expense of up to $719 million may be required to be recognized 
pursuant to the applicable business combination agreements. 
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We also have certain funding commitments, primarily related to our privately held investments, some of which are based on 
the achievement of certain agreed-upon milestones, and some of which are required to be funded on demand. The funding 
commitments were $0.2 billion and $0.3 billion as of July 31, 2021 and July 25, 2020, respectively. 


(c) Product Warranties 
The following table summarizes the activity related to the product warranty liability (in millions): 


July 31,2021 July 25,2020 July 27, 2019 


Balance at beginning of fiscal year... 0.0... draden ccc cence EDEA $ 331 $ 342 $ 359 
Provisions for warranties: 1Ssued 0.2602. oti touniad didnt Ae ak a we 496 561 600 
Adjustments for pre-existing warranties ........ 0... cece eee eee teenies — (8) (12) 
SCCHlSMENIS, eee ee do ewe A A oe ee ae Dee Bia a he eae S (491) (564) (603) 
Acquisitions and divestitures... 0.0... cece eet nett e eens — — (2) 
Balance at end of fiscal yat ss. risso croone ence eet e nee eens $ 336 $ 331 $ 342 


We accrue for warranty costs as part of our cost of sales based on associated material product costs, labor costs for technical 
support staff, and associated overhead. Our products are generally covered by a warranty for periods ranging from 90 days to 
five years, and for some products we provide a limited lifetime warranty. 


(d) Financing and Other Guarantees 


In the ordinary course of business, we provide financing guarantees for various third-party financing arrangements extended 
to channel partners and end-user customers. Payments under these financing guarantee arrangements were not material for the 
periods presented. 


Channel Partner Financing Guarantees We facilitate arrangements for third-party financing extended to channel partners, 
consisting of revolving short-term financing, with payment terms generally ranging from 60 to 90 days. These financing 
arrangements facilitate the working capital requirements of the channel partners, and, in some cases, we guarantee a portion of 
these arrangements. The volume of channel partner financing was $26.7 billion, $26.9 billion, and $29.6 billion in fiscal 2021, 
2020, and 2019, respectively. The balance of the channel partner financing subject to guarantees was $1.3 billion and $1.1 billion 
as of July 31, 2021 and July 25, 2020, respectively. 


End-User Financing Guarantees We also provide financing guarantees for third-party financing arrangements extended to end- 
user customers related to leases and loans, which typically have terms of up to three years. The volume of financing provided by 
third parties for leases and loans as to which we had provided guarantees was $10 million, $9 million, and $14 million in fiscal 
2021, 2020, and 2019, respectively. 


Financing Guarantee Summary The aggregate amounts of financing guarantees outstanding at July 31, 2021 and July 25, 2020, 
representing the total maximum potential future payments under financing arrangements with third parties along with the 
related deferred revenue, are summarized in the following table (in millions): 


July 31,2021 July 25, 2020 


Maximum potential future payments relating to financing guarantees: 


Channel partners «.64..400¢405 he EG Abe Re oo See oe ee A ee HE eh RES SG $ 155 $ 198 

FA USI od atch snatches atch ss atc sh avast anc: ENE Waa EA EE Ea Saba EAE EAE EE EA A AEE aid a 5 9 

Total 6a sok Rodale A Roda b hed E T Sep We ARRAS OL ae Oe De Doe bea ee $ 160 $ 207 

Deferred revenue associated with financing guarantees: 

Channel partiet eaer ane e E e E E EE E E E E aoe ee $ (16) $ (19) 
Bnd User <0 es che SS e hee See Se eee Be eee ae ee abe ae E EE eee (5) (9) 
Total ana E iea aree Pee Ea E a insets eerie antes uses: eters: paar: Raa: beers: beard eae EEEE EEA EEEE EEOSE $ (21) $ (28) 

Total cecs Pei Laced ea eE N A he ohn oe Roe Ee AAR E EENEN EEY $ 139 $ 179 


(e) Indemnifications 


In the normal course of business, we have indemnification obligations to other parties, including customers, lessors, and parties 
to other transactions with us, with respect to certain matters. We have agreed to indemnify against losses arising from a breach 
of representations or covenants or out of intellectual property infringement or other claims made against certain parties. These 
agreements may limit the time or circumstances within which an indemnification claim can be made and the amount of the 
claim. 
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It is not possible to determine the maximum potential amount for claims made under the indemnification obligations discussed 
in this section (e) due to uncertainties in the litigation process, coordination with and contributions by other parties and the 
defendants in these cases, and the unique facts and circumstances involved in each particular case and agreement. We are 
unable to reasonably estimate the ultimate outcome of the cases discussed below in this section (e), but we do not believe that 
any potential indemnity liability would be material, and historically, indemnity payments made by us have not had a material 
effect on our Consolidated Financial Statements. 


We were asked to indemnify certain of our service provider customers that were subject to patent infringement claims asserted 
by ChanBond, LLC (“ChanBond”) in federal court in Delaware on September 21, 2015. All of the service provider customer 
defendants entered into an agreement to resolve ChanBond’s claims. We resolved the service providers’ indemnity claims, 
effective July 7, 2021, for an amount that did not have a material effect on our Consolidated Financial Statements. 


Verizon Communications Inc. requested that we indemnify it and seven of its subsidiaries (collectively, “Verizon’”) for a subset of 
the patent infringement claims asserted by Huawei Technologies Co. Ltd. (“Huawei”) in lawsuits filed against Verizon on February 
5, 2020, in the United States District Court for the Eastern District of Texas (“E.D. Tex”) and the United States District Court for the 
Western District of Texas (“W.D. Tex”). Huawei and Verizon reached a confidential settlement agreement and Huawei dismissed 
both the E.D. Tex and W.D. Tex cases. Verizon indicated that they no longer are seeking indemnity contribution from us. 


We have been asked by seven of our customers to indemnify them in connection with patent infringement claims asserted 
against them by Estech Systems, Inc. (“Estech”) in the E.D. Tex and W.D. Tex courts between April 24, 2020 and August 25, 
2020. Estech alleges that the customer defendants infringe three patents generally related to IP telephony by using collaboration 
technology from us and other providers. Estech is seeking monetary damages from the customer defendants. The first E.D. Tex 
case against one of the customer defendants is scheduled for trial on October 4, 2021, and the W.D. Tex cases are set for trial on 
December 7, 2021 and April 1, 2022. We believe the customer defendants have strong defenses and do not believe our indemnity 
obligations, if any, would have a material effect on our Consolidated Financial Statements. 


In addition, we have entered into indemnification agreements with our officers and directors, and our Amended and Restated 
Bylaws contain similar indemnification obligations to our agents. 


(f) Legal Proceedings 


Brazil Brazilian authorities have investigated our Brazilian subsidiary and certain of its former employees, as well as a Brazilian 
importer of our products, and its affiliates and employees, relating to alleged evasion of import taxes and alleged improper 
transactions involving the subsidiary and the importer. Brazilian tax authorities have assessed claims against our Brazilian 
subsidiary based on a theory of joint liability with the Brazilian importer for import taxes, interest, and penalties. In addition to 
claims asserted by the Brazilian federal tax authorities in prior fiscal years, tax authorities from the Brazilian state of Sao Paulo 
have asserted similar claims on the same legal basis in prior fiscal years. 


The asserted claims by Brazilian federal tax authorities are for calendar years 2003 through 2007, and the asserted claims by the 
tax authorities from the state of Sao Paulo are for calendar years 2005 through 2007. The total asserted claims by Brazilian state 
and federal tax authorities aggregate to $155 million for the alleged evasion of import and other taxes, $771 million for interest, 
and $384 million for various penalties, all determined using an exchange rate as of July 31, 2021. 


We have completed a thorough review of the matters and believe the asserted claims against our Brazilian subsidiary are without 
merit, and we are defending the claims vigorously. While we believe there is no legal basis for the alleged liability, due to the 
complexities and uncertainty surrounding the judicial process in Brazil and the nature of the claims asserting joint liability with 
the importer, we are unable to determine the likelihood of an unfavorable outcome against our Brazilian subsidiary and are 
unable to reasonably estimate a range of loss, if any. We do not expect a final judicial determination for several years. 


China We are investigating allegations of a self-enrichment scheme involving now-former employees in China. Some of those 
employees are also alleged to have made or directed payments from the funds they received to various third parties, including 
employees of state-owned enterprises. We voluntarily disclosed this investigation to the Department of Justice (“DOJ”) and 
Securities and Exchange Commission (“SEC”). We take such allegations very seriously and we are providing results of our 
investigation to the DOJ and SEC. While the outcome of our investigation is currently not determinable, we do not expect that 
it will have a material adverse effect on our Consolidated Financial Statements. 


SRI International On September 4, 2013, SRI International, Inc. (“SRI”) asserted patent infringement claims against us in the 
U.S. District Court for the District of Delaware (“D. Del.”), accusing our products and services in the area of network intrusion 
detection of infringing two patents. SRI sought monetary damages of at least a reasonable royalty and enhanced damages. On 
May 12, 2016, a jury returned a verdict finding willful infringement. The jury awarded SRI damages of $24 million. On May 25, 
2017, the district court awarded SRI enhanced damages and attorneys’ fees, entered judgment in the new amount of $57 million, 
and ordered an ongoing royalty of 3.5% through the expiration of the patents in 2018. We appealed to the United States Court 
of Appeals for the Federal Circuit (“Federal Circuit”), and on July 12, 2019, the Federal Circuit vacated the enhanced damages 
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award; vacated and remanded in part the willful infringement finding; vacated and remanded the attorneys’ fees award for 
further proceedings; and affirmed the district court’s other findings. On April 1, 2020, the district court issued a final judgment 
on the remanded issues, finding no evidence of willful infringement and reinstating the $8 million award of attorneys’ fees. SRI 
appealed the judgment of no willful infringement to the Federal Circuit on April 3, 2020, and Cisco filed a cross-appeal on the 
attorneys’ fees award on April 9, 2020. Cisco has paid SRI $28 million, representing the portion of the judgment that the Federal 
Circuit previously affirmed, plus interest and royalties on post-verdict sales. While the remaining proceedings may result in an 
additional loss, we do not believe it would have a material effect on our Consolidated Financial Statements. 


Centripetal On February 13, 2018, Centripetal Networks, Inc. (“Centripetal’’) asserted patent infringement claims against us in 
the U.S. District Court for the Eastern District of Virginia, alleging that several Cisco products and services (including Cisco’s 
Catalyst switches, ASR and ISR series routers, ASAs with FirePOWER services, and Stealthwatch products) infringe eleven 
Centripetal U.S. patents. Cisco thereafter petitioned the Patent Trial and Appeal Board (“PTAB”) of the United States Patent 
and Trademark Office (“PTO”) to review the validity of nine of the asserted patents. The PTAB instituted inter partes review 
proceedings (“IPR Proceedings”) on six asserted patents and certain claims of another asserted patent. The PTAB has issued 
Final Written Decisions for seven patents in the instituted IPR Proceedings, and all claims of five patents have been found 
unpatentable and several of the claims of the other two patents have been found unpatentable. Centripetal appealed the PTAB’s 
findings of unpatentability to the Federal Circuit. The Federal Circuit affirmed the PTAB’s findings of unpatentability as to 
three of the patents on March 10, 2021, and affirmed the PTAB’s findings of unpatentability as to the remaining four patents on 
May 11, 2021. On August 9, 2021, Centripetal filed a writ of certiorari seeking the U.S. Supreme Court’s review of the Federal 
Circuit’s affirmance of several of the PTAB’s unpatentability findings. 


For the five asserted U.S. patents not subject to the IPR Proceedings, the district court conducted a bench trial by 
videoconference from May 6, 2020 to June 25, 2020. On October 5, 2020, the district court issued a judgment finding validity 
and willful infringement of four of the asserted patents and non-infringement of the fifth patent. The district court awarded 
Centripetal $1.9 billion, comprised of $756 million in damages, $1.1 billion in enhanced damages for willful infringement, 
and pre-judgment interest in the amount of $14 million. The district court declined to issue an injunction but, instead, awarded 
Centripetal a running royalty against revenue from the products found to infringe for an initial three-year term at a rate of 10%, 
with a minimum annual royalty of $168 million and a maximum annual royalty of $300 million, and for a second three-year 
term at a rate of 5%, with a minimum annual royalty of $84 million and a maximum annual royalty of $150 million. We believe 
that the district court’s findings of validity, infringement, and willful infringement, its award of damages, including enhanced 
damages, and its award of an ongoing royalty are not supported by either the law or the evidence presented at trial. We have 
appealed the district court’s judgment as to the four patents found valid and infringed to the Federal Circuit. On October 28, 
2020, by agreement of the parties, the district court stayed execution of the judgment until after resolution of any appeal in the 
matter and waived the requirement of any bond or security; accordingly, no money is currently due under the judgment. 


On April 29, 2020 and April 30, 2020, Centripetal submitted complaints in the District Court of Dusseldorf in Germany against 
Cisco Systems GmbH and Cisco Systems, Inc., asserting three European patents seeking both injunctive relief and damages. 
Two of the three European patents are counterparts to two U.S. patents Centripetal asserted against us in the U.S. district court 
proceedings, one of which has been invalidated by the PTAB. On June 22, 2021, Centripetal amended one of its complaints to 
assert one additional European patent and one additional German Utility Model patent. Centripetal seeks both injunctive relief 
and damages on these newly added patents. We believe we have strong defenses. 


Due to uncertainty surrounding patent litigation processes in the U.S. and Europe, however, we are unable to reasonably estimate 
the ultimate outcome of either litigation at this time. If we do not prevail in either litigation, we believe that any damages 
ultimately assessed would not have a material effect on our Consolidated Financial Statements. 


Finjan On January 6, 2017, Finjan, Inc. (“Finjan”) asserted patent infringement claims against us in the U.S. District Court for 
the Northern District of California. On May 24, 2021, we resolved Finjan’s claims for an amount that did not have a material 
effect on our Consolidated Financial Statements. 


Ramot On June 12, 2019, Ramot at Tel Aviv University Ltd. (“Ramot’’) asserted patent infringement claims against us in E.D. 
Tex, seeking damages, including enhanced damages for allegations of willful infringement, and a running royalty on future 
sales. Ramot alleges that certain Cisco optical transceiver modules and line cards infringe three patents. As of November 27, 
2020, the PTO preliminarily found all asserted claims unpatentable in ex parte reexamination proceedings. On January 13, 2021, 
the court entered an order staying the case pending the conclusion of the ex parte reexamination proceedings (“Reexamination 
Proceedings”). While we believe that we have strong non-infringement and invalidity arguments, and that Ramot’s damages 
theories are not supported by prevailing law, we are unable to reasonably estimate the ultimate outcome of this litigation at 
this time due to uncertainties in the litigation processes. If we do not prevail in court, we believe that any damages ultimately 
assessed would not have a material effect on our Consolidated Financial Statements. 


On February 26, 2021, Ramot asserted patent infringement claims against Acacia Communications, Inc. (“Acacia”) (which we 
subsequently acquired) in D. Del, seeking damages, including enhanced damages for allegations of willful infringement, and a 
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running royalty on future sales. Ramot alleges that certain Acacia optical transceiver modules and integrated circuits infringe 
two of the three patents that Ramot has asserted in its E.D. Tex case. On September 3, 2021, the court stayed the case pending 
the ultimate resolution of the Reexamination Proceedings. Due to the early stage of the litigation as well as uncertainties in the 
litigation processes, we are unable, at this time, to reasonably estimate a potential range of loss, if any, or the ultimate outcome 
of this litigation. 


Monarch On January 21, 2020, Monarch Networking Solutions LLC (“Monarch”) asserted patent infringement claims against 
us in E.D. Tex alleging that certain Cisco routers and firewalls infringe three U.S. patents. On May 13, 2020, Monarch filed 
a second action against us in W.D. Tex, alleging that two factor authentication functionality in Duo and Meraki MR and MX 
access point products infringe one U.S. patent. On June 24, 2021, we resolved Monarch’s claims in both E.D. Tex and W.D. Tex 
for an amount that did not have a material effect on our Consolidated Financial Statements. 


Viasat On January 21, 2016, Viasat, Inc. (“Viasat”) filed suit against Acacia (which we subsequently acquired) in the California 
Superior Court for San Diego County (“SDSC”) seeking unpaid royalties for breach of contract and the implied covenant of good 
faith and fair dealing, and damages for trade secret misappropriation for certain products (“Viasat 1”). Acacia counterclaimed 
for patent and trade secret misappropriation, contract, and unfair competition claims. On July 17, 2019, the jury found for Viasat 
on its contract claims, and awarded Viasat $49 million for unpaid royalties through 2018. The jury further found that Acacia 
willfully misappropriated Viasat’s trade secrets and awarded Viasat $1. On Acacia’s counterclaims, the jury found for Acacia 
on its contract and trade secret claims and awarded Acacia $1. Both Acacia and Viasat have pending appeals to the California 
Court of Appeal. On November 6, 2019, Viasat filed a second suit in SDSC, alleging contract and trade secret claims for Acacia 
products sold from January 1, 2019 forward (“Viasat 2”). On February 28, 2020, the court stayed Viasat 2 pending the appeal 
in Viasat 1. On June 9, 2020, Viasat filed a third suit in SDSC (“Viasat 3”). In Viasat 3, Viasat alleges contract and trade secrets 
claims for sales of additional Acacia products. On August 11, 2020, the court stayed Viasat 3 pending the appeal in Viasat 1. 


On July 28, 2017, Acacia filed suit in the Commonwealth of Massachusetts Superior Court - Business Litigation Session 
against ViaSat alleging claims for defamation, unfair competition, business torts, and declaratory judgment of no trade 
secret misappropriation. On April 5, 2018, ViaSat counterclaimed with contract, trade secret, and unfair competition claims 
(collectively, with Viasat 1, Viasat 2 and Viasat 3, the “Viasat Cases”). On December 13, 2018, the Massachusetts court entered 
an order staying the Massachusetts litigation, which has been extended to December 31, 2021. 


While we believe Acacia has strong defenses in each of the Viasat Cases, we are unable to reasonably estimate the ultimate 
outcome of any of the Viasat Cases at this time due to uncertainties in the litigation processes. If Acacia does not prevail, we 
believe that any relief ultimately assessed in any of the Viasat Cases would not have a material effect on our Consolidated 
Financial Statements. 


In addition, we are subject to other legal proceedings, claims, and litigation arising in the ordinary course of business, including 
intellectual property litigation. While the outcome of these matters is currently not determinable, we do not believe that the 
ultimate costs to resolve these matters will have a material effect on our Consolidated Financial Statements. 


For additional information regarding intellectual property litigation, see “Part I, Item 1A. Risk Factors—We may be found to 
infringe on intellectual property rights of others” herein. 
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15. Stockholders’ Equity 
(a) Cash Dividends on Shares of Common Stock 


We declared and paid cash dividends of $1.46, $1.42 and $1.36 per common share, or $6.2 billion during fiscal 2021 and 
$6.0 billion, on our outstanding common stock during each of fiscal 2020 and 2019. 


Any future dividends will be subject to the approval of our Board of Directors. 


(b) Stock Repurchase Program 


In September 2001, our Board of Directors authorized a stock repurchase program. As of July 31, 2021, the remaining authorized 
amount for stock repurchases under this program was approximately $7.9 billion with no termination date. 


A summary of the stock repurchase activity under the stock repurchase program, reported based on the trade date, is summarized 
as follows (in millions, except per-share amounts): 


Weighted- 
Average Price 
Years Ended Shares per Share Amount 
Jüly 31, 2021 os ce eee eS Sik Sb Bh Bk Bb Be ee S E 64 $ 45.48 $ 2,902 
July:25, 2020) 6 een ene cR oak ako ak ak aks akon beeen enone one AES AN 59 $ 44.36 $ 2,619 
July 27,2019 6 sce cee tee tie tae te Fae dae bane dee ee eee ee ee eee eS 418 $ 49.22 $ 20,577 


There was $25 million in stock repurchases that were pending settlement as of July 31, 2021. There was no stock repurchases 
pending settlement as of July 25, 2020. There was $40 million in stock repurchases that were pending settlement as of July 27, 
2019. 


The purchase price for the shares of our stock repurchased is reflected as a reduction to stockholders’ equity. 


We are required to allocate the purchase price of the repurchased shares as (i) a reduction to retained earnings or an increase to 
accumulated deficit and (ii) a reduction of common stock and additional paid-in capital. 


(c) Preferred Stock 


Under the terms of our Amended and Restated Certificate of Incorporation, the Board of Directors is authorized to issue 
preferred stock of one or more series and, in connection with the creation of such series, to fix by resolution the designation, 
powers (including voting powers (if any)), preferences and relative, participating, optional or other special rights of such series, 
and any qualification, limitations or restrictions thereof, of the shares of such series. As of July 31, 2021, we had not issued any 
shares of preferred stock. 


16. Employee Benefit Plans 
(a) Employee Stock Incentive Plans 


Stock Incentive Plan Program Description We have one stock incentive plan: the 2005 Stock Incentive Plan (the “2005 Plan”). 
In addition, we have, in connection with our acquisitions of various companies, assumed the share-based awards granted under 
stock incentive plans of the acquired companies or issued share-based awards in replacement thereof. Share-based awards are 
designed to reward employees for their long-term contributions to us and provide incentives for them to remain with us. The 
number and frequency of share-based awards are based on competitive practices, our operating results, government regulations, 
and other factors. Our primary stock incentive plan is summarized as follows: 


2005 Plan The 2005 Plan provides for the granting of stock options, stock grants, stock units and stock appreciation rights (SARs), the 
vesting of which may be time-based or upon satisfaction of performance goals, or both, and/or other conditions. Employees (including 
employee directors and executive officers) and consultants of Cisco and its subsidiaries and affiliates and non-employee directors of 
Cisco are eligible to participate in the 2005 Plan. As of July 31, 2021, the maximum number of shares issuable under the 2005 Plan 
over its term was 790 million shares. The 2005 Plan may be terminated by our Board of Directors at any time and for any reason, and 
is currently set to terminate at the 2030 Annual Meeting unless re-adopted or extended by our stockholders prior to or on such date. 


Under the 2005 Plan’s share reserve feature, a distinction is made between the number of shares in the reserve attributable to (i) stock 
options and SARs and (ii) “full value” awards (i.e., stock grants and stock units). Shares issued as stock grants, pursuant to stock 
units or pursuant to the settlement of dividend equivalents are counted against shares available for issuance under the 2005 Plan ona 
1.5-to-1 ratio. For each share awarded as restricted stock or a restricted stock unit award under the 2005 Plan, 1.5 shares was deducted 
from the available share-based award balance. If awards issued under the 2005 Plan are forfeited or terminated for any reason before 


90 


being exercised or settled, then the shares underlying such awards, plus the number of additional shares, if any, that counted against 
shares available for issuance under the 2005 Plan at the time of grant as a result of the application of the share ratio described above, 
will become available again for issuance under the 2005 Plan. As of July 31, 2021, 245 million shares were authorized for future grant 
under the 2005 Plan. 


(b) Employee Stock Purchase Plan 


We have an Employee Stock Purchase Plan under which 721 million shares of our common stock have been reserved for issuance 
as of July 31, 2021. Eligible employees are offered shares through a 24-month offering period, which consists of four consecutive 
6-month purchase periods. Employees may purchase a limited amount of shares of our stock at a discount of up to 15% of the 
lesser of the fair market value at the beginning of the offering period or the end of each 6-month purchase period. The Employee 
Stock Purchase Plan is scheduled to terminate on the earlier of (i) January 3, 2030 and (ii) the date on which all shares available 
for issuance under the Employee Stock Purchase Plan are sold pursuant to exercised purchase rights. We issued 17 million, 
18 million, and 19 million shares under the Employee Stock Purchase Plan in fiscal 2021, 2020, and 2019, respectively. As of 
July 31, 2021, 125 million shares were available for issuance under the Employee Stock Purchase Plan. 


(c) Summary of Share-Based Compensation Expense 


Share-based compensation expense consists primarily of expenses for RSUs, stock purchase rights, and stock options, granted 
to employees or assumed from acquisitions. The following table summarizes share-based compensation expense (in millions): 


Years Ended July 31,2021 July 25,2020 July 27, 2019 
Cost of sales— produt: serrr riitit rir 500549505 544044944944 AAEE $ 9 $ 93 $ 90 
Cost of sales—service ses sesasi aek amaii aua cent AE AAE ene AE E ees 176 144 130 
Share-based compensation expense in cost of sales ..... 00... eee eee ee 275 237 220 
Research and development... 1.2.0... 0... c cece cette eee ene E 694 592 540 
Sales and marketing ... hs. bes Mev idr heehee taeda teeta bees eaeeaeeaes 540 500 519 
General and administrative so sio neateina daa cette e nen tenes 226 215 250 
Restructuring and other charges socre onp cette eens 26 25 62 
Share-based compensation expense in operating expenses............. 000000005 1,486 1,332 1,371 
Total share-based compensation expense. ........0 000. eect eens $ 1,761 $ 1,569 $ 1,591 
Income tax benefit for share-based compensation.............0 0.0 eee eee eee $ 387 $ 452 $ 542 


As of July 31, 2021, the total compensation cost related to unvested share-based awards not yet recognized was $3.8 billion, 
which is expected to be recognized over approximately 2.7 years on a weighted-average basis. 


(d) Restricted Stock Unit Awards 


A summary of the restricted stock and stock unit activity, which includes time-based and performance-based or market-based 
RSUs, is as follows (in millions, except per-share amounts): 


Weighted-Average 
Restricted Stock/ Grant Date Fair Aggregate 


Stock Units Value per Share Fair Value 
UNVESTED BALANCE AT JULY 28, 2018 2... 0.0.0... 0. ccc een 119 $ 30.56 
Granted: sorteer eiae rE EA E E ANA a TES 45 47.71 
Vested ea pea ee e E E EE E E E E E EEE (50) 29.25 $ 2,446 
Canceled/forfeited/other™ 5.03 x50 5 ex bax dong EA ER dee one E AAE R E (14) 32.01 
UNVESTED BALANCE AT JULY 27, 2019 2.0... occ ee 100 38.66 
Granted and assumed ... 0... ie a eee nee e a 49 42.61 
VeStE di tdi tok tte dda E bee hon baa A E ET E ETET oes (44) 35.20 $ 2,045 
Canceled/forfeited/other. 2... 0... ccc tenes (9) 40.45 
UNVESTED BALANCE AT JULY 25, 2020............ 0.0.0.0... 000005 96 42.03 
Granted and assumed............ 0... ccc cc cet tenet e ee 51 41.89 
Vested. = o5555545 hc on tanta ae ae Pader ae aees nee eee eee eee eee (39) 39.63 $ 1,813 
Canceled/forfeited/other. .......0..0 0.000. eee eee (14) 42.13 
UNVESTED BALANCE AT JULY 31, 2021............ 00.0... ..0 000055 94 $ 42.93 
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(e) Valuation of Employee Share-Based Awards 


Time-based restricted stock units and PRSUs that are based on our financial performance metrics or non-financial operating 
goals are valued using the market value of our common stock on the date of grant, discounted for the present value of expected 
dividends. On the date of grant, we estimated the fair value of the total shareholder return (TSR) component of the PRSUs using 
a Monte Carlo simulation model. The assumptions for the valuation of time-based RSUs and PRSUs are summarized as follows: 


RESTRICTED STOCK UNITS 


Years Ended July 31, 2021 July 25, 2020 July 27, 2019 
Number of shares granted (in millions) ................ 0000005 48 47 43 
Grant date fair value per share .......... 00.00 c cece eee eee $ 42.04 $ 42.68 $ 47.75 
Weighted-average assumptions/inputs: 

Expected dividend yield ... 00.0.0... 0... eee eee eee eee 3.3% 3.1% 2.7% 

Range of risk-free interest rates ........ 0.0.0... eee eee eee 0.0% — 0.9% 0.0% — 2.0% 0.0% — 2.9% 

PERFORMANCE BASED RESTRICTED STOCK UNITS 

Years Ended July 31, 2021 July 25, 2020 July 27, 2019 
Number of shares granted (in millions) ................ 00.000: 2 2 2 
Grant date fair value per share .......... 0.00. c cece eee eee $ 37.91 $ 41.91 $ 47.00 
Weighted-average assumptions/inputs: 

Expected dividend yield ........ 0.0.0.0 cece eee eee eee 3.6% 2.8% 2.8% 

Range of risk-free interest rates 1.0.2.0... 0. eee eee eee ee 0.1% — 0.4% 1.7% — 2.0% 2.1% — 3.0% 


The PRSUs granted during the fiscal years presented are contingent on the achievement of our financial performance metrics, 
our comparative market-based returns, or the achievement of financial and non-financial operating goals. For the awards based 
on financial performance metrics or comparative market-based returns, generally 50% of the PRSUs are earned based on the 
average of annual operating cash flow and earnings per share goals established at the beginning of each fiscal year over a 
three-year performance period. Generally, the remaining 50% of the PRSUs are earned based on our TSR measured against 
the benchmark TSR of a peer group over the same period. Each PRSU recipient could vest in 0% to 150% of the target shares 
granted contingent on the achievement of our financial performance metrics or our comparative market-based returns, and 0% 
to 100% of the target shares granted contingent on the achievement of non-financial operating goals. 


The assumptions for the valuation of employee stock purchase rights are summarized as follows: 


EMPLOYEE STOCK PURCHASE RIGHTS 


Years Ended July 31,2021 July 25,2020 July 27, 2019 
Weighted-average assumptions: 
Expected :volatility.cis tier ite ite tte stele baa aaa a’ 29.2% 22.2% 20.4% 
Risk-free interest rate s....6:...c0 dk dk dk He ES EE HE Ee 0.3% 1.8% 1.9% 
Expected dividend. «os: ose en eau oes ph ok AEE cee E eee ere ee ONS 3.2% 3.0% 3.0% 
Expected life (in years) sicr ber ec cence teen teens 1.3 1.3 1.3 
Weighted-average estimated grant date fair value per share ..................0005 $ 12.46 $ 10.20 $ 9.06 


The valuation of employee stock purchase rights and the related assumptions are for the employee stock purchases made during 
the respective fiscal years. 


We used third-party analyses to assist in developing the assumptions used in our Black-Scholes model. We are responsible for 
determining the assumptions used in estimating the fair value of our share-based payment awards. 


We used the implied volatility for traded options (with contract terms corresponding to the expected life of the employee stock 
purchase rights) on our stock as the expected volatility assumption required in the Black-Scholes model. The implied volatility 
is more representative of future stock price trends than historical volatility. The risk-free interest rate assumption is based upon 
observed interest rates appropriate for the term of our employee stock purchase rights. The dividend yield assumption is based 
on the history and expectation of dividend payouts at the grant date. 
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(f) Employee 401(k) Plans 


We sponsor the Cisco Systems, Inc. 401(k) Plan (the “Plan”) to provide retirement benefits for our employees. As allowed under 
Section 401(k) of the Internal Revenue Code, the Plan provides for tax-deferred salary contributions and after-tax contributions 
for eligible employees. The Plan allows employees to contribute up to 75% of their annual eligible earnings to the Plan on a 
pretax and after-tax basis, including Roth contributions. Employee contributions are limited to a maximum annual amount as 
set periodically by the Internal Revenue Code. We match pretax and Roth employee contributions up to 100% of the first 4.5% 
of eligible earnings that are contributed by employees. Therefore, the maximum matching contribution that we may allocate 
to each participant’s account will not exceed $13,050 for the 2021 calendar year due to the $290,000 annual limit on eligible 
earnings imposed by the Internal Revenue Code. All matching contributions vest immediately. Our matching contributions to 
the Plan totaled $290 million, $295 million, and $283 million in fiscal 2021, 2020, and 2019, respectively. 


The Plan allows employees who meet the age requirements and reach the Plan contribution limits to make catch-up contributions 
(pretax or Roth) not to exceed the lesser of 75% of their annual eligible earnings or the limit set forth in the Internal Revenue 
Code. Catch-up contributions are not eligible for matching contributions. In addition, the Plan provides for discretionary profit- 
sharing contributions as determined by the Board of Directors. Such contributions to the Plan are allocated among eligible 
participants in the proportion of their salaries to the total salaries of all participants. There were no discretionary profit-sharing 
contributions made in fiscal 2021, 2020, and 2019. 


We also sponsor other 401(k) plans as a result of acquisitions of other companies. Our contributions to these plans were not 
material to Cisco on either an individual or aggregate basis for any of the fiscal years presented. 


(g) Deferred Compensation Plans 


The Cisco Systems, Inc. Deferred Compensation Plan (the “Deferred Compensation Plan”), a nonqualified deferred compensation 
plan, became effective in 2007. As required by applicable law, participation in the Deferred Compensation Plan is limited to 
a select group of our management employees. Under the Deferred Compensation Plan, which is an unfunded and unsecured 
deferred compensation arrangement, a participant may elect to defer base salary, bonus, and/or commissions, pursuant to such 
rules as may be established by Cisco, up to the maximum percentages for each deferral election as described in the plan. 
We may also, at our discretion, make a matching contribution to the employee under the Deferred Compensation Plan. A 
matching contribution equal to 4.5% of eligible compensation in excess of the Internal Revenue Code limit for qualified plans 
for calendar year 2021 that is deferred by participants under the Deferred Compensation Plan (with a $1.5 million cap on eligible 
compensation) will be made to eligible participants’ accounts at the end of calendar year 2021. The total deferred compensation 
liability under the Deferred Compensation Plan, together with deferred compensation plans assumed from acquired companies, 
was approximately $845 million and $704 million as of July 31, 2021 and July 25, 2020, respectively, and was recorded primarily 
in other long-term liabilities. 
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17. Comprehensive Income (Loss) 


The components of AOCI, net of tax, and the other comprehensive income (loss) are summarized as follows (in millions): 


Net Unrealized Net Unrealized Cumulative 
Gains (Losses) Gains (Losses) Translation Accumulated 
on Available- Cash Flow Adjustment and Other 
for-Sale Hedging Actuarial Gains Comprehensive 
Investments Instruments and Losses Income (Loss) 
BALANCE AT JULY 28, 2018.00.00. 0.000000 cc cece eens $ (310) $ (11) $ (528) $ (849) 
Other comprehensive income (loss) before reclassifications. . . . 560 — (267) 293 
(Gains) losses reclassified out of AOCI.................000. 13 (3) 2 12 
Tax benefit (expense)... 0... ete eens (95) — 15 (80) 
Total change for the period............ 00.00. eee eee 478 (3) (250) 225 
Effect of adoption of accounting standard.................. (168) — — (168) 
BALANCBATIULY 27, 2019 oc ttt 68 AE EE A — (14) (778) (792) 
Other comprehensive income (loss) before reclassifications. . . . 420 7 (51) 376 
(Gains) losses reclassified out of AOCI................0005 (42) 1 6 (35) 
Tax benefit (EXPENSE) erreen eei cee E (63) — (5) (68) 
BALANCE AT JULY 25, 2020. ... 0.2.0... 00.00.00. cee eee 315 (6) (828) (519) 
Other comprehensive income (loss) before 
reclassificationS o raens 0.0.0... ccc ccc e ERS REE (141) 20 229 108 
(Gains) losses reclassified out of AOCI.................. (53) (14) 3 (64) 
Tax benefit (expense) ............. 00.00. 61 (1) (2) 58 
BALANCE AT JULY 31, 2021...... 00.0... ccc ces $ 182 $ d) $ (598) $ (417) 
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18. Income Taxes 
(a) Provision for Income Taxes 


The provision for income taxes consists of the following (in millions): 


Years Ended July 31,2021 July 25,2020 July 27, 2019 
Federal: 
CO UPPO NE eeaeee send acne acne ned thet den ounh.e aut eo Gane eases eons $ 1,959 $ 1,101 $ 1,760 
Dekio aerieni nrar ee eet av, av have, ava ane, E ents nts E estan gsc (203) (374) (84) 
1,756 727 1,676 
State: 
Cuirear alee e cohen tere: teresa T aise ak ioe hace at ate eas Sans Sah ha S oe ee A 513 264 302 
Deferred: cist bs tid ttir baa Soa Gao Ge Ge AG EA NRE AR AR AAG ON Se (46) 287 (2) 
467 551 300 
Foreign: 
CCUG PE P P ates ates E E sath anda anda anne ante ante ania gunna tina ens ion ater ae 583 1,429 1,238 
Deferred: tae eh eee eh eh eh eh ee ect (135) 49 (264) 
448 1,478 974 
WOU sea sew ance alse alee a eae ae aes Oe as be Sonne ee ate a he ean eae ee $ 2,671 $ 2,756 $ 2,950 


Income before provision for income taxes consists of the following (in millions): 


Years Ended July 31,2021 July 25,2020 July 27, 2019 
Uned State So oc slats ws ck E ac gs hss eats Shieh DEEE cio a sas seen cies eas $ 12,335 $ 7,534 $ 7,611 
International... 0... ce eee eee eee e teen eens 927 6,436 6,960 

Totale urene ne e oe EE AR A $ 13,262 $ 13,970 $ 14,571 


The items accounting for the difference between income taxes computed at the federal statutory rate and the provision for 
income taxes consist of the following: 


Years Ended July 31,2021 July 25,2020 July 27, 2019 

Fedëral statutory ratek ateit e a Seed Poh Pod Fed Pd Pd Pa Ph 21.0% 21.0% 21.0% 

Effect of: 
State taxes, net of federal tax benefit:..... bc 0b.6 sh cuh de dathes tab 4abaataas ass 2:7 3.5 2.0 
Foreign income at other than U.S. rates... 0.0... cece eee 1.5 (1.5) (4.5) 
TAR GLOGS ice .0n doa te bee Po ews REN Faw hE dade e Meee eee (1.4) (0.9) (1.7) 
Foreign-derived intangible income deduction. ............0.00 000 e cece eens (4.2) (2.6) (1.3) 
Stock-based-comipensation..x asya pin par n A E EREE EEE EEROR 0.6 (0.1) (0.6) 
Impactiof the Ta XA Gtei iais ees ack bak Bae Sac E Ce E EE E Yd E eas Me — — 6.1 
Other nebe sarsa Ae eee a ee ee eee een ee ee aee ee ons (0.1) 0.3 (0.8) 

Total EE E E S E E E E ad dd ae eh eee deh 20.1% 19.7% 20.2% 


During fiscal 2019, we recorded an $872 million charge related to the Tax Act. This charge was the reversal of the previously 
recorded benefit associated with the U.S. taxation of deemed foreign dividends recorded in fiscal 2018 because of a retroactive 
final U.S. Treasury regulation issued during fiscal 2019. 


During fiscal 2020, the Internal Revenue Service (IRS) and Cisco settled all outstanding items related to the audit of our federal 
income tax returns for the fiscal year ended July 30, 2011 through July 27, 2013. As a result of the settlement, we recognized a 
net benefit to the provision for income taxes of $102 million, net of a reduction in interest expense of $4 million. 


Foreign taxes associated with the repatriation of earnings of foreign subsidiaries were not provided on a cumulative total of 
$6.5 billion of undistributed earnings for certain foreign subsidiaries as of the end of fiscal 2021. We intend to reinvest these 
earnings indefinitely in such foreign subsidiaries. If these earnings were distributed in the form of dividends or otherwise, or if 
the shares of the relevant foreign subsidiaries were sold or otherwise transferred, we could be subject to additional income and 
withholding taxes. The amount of potential unrecognized deferred income tax liability related to these earnings is approximately 
$681 million. 
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As aresult of certain employment and capital investment actions, our income in certain foreign countries was subject to reduced 
tax rates. The tax incentives expired at the end of fiscal 2019. As of the end of fiscal 2019, the gross income tax benefits 
attributable to tax incentives were estimated to be $0.3 billion ($0.08 per diluted share). The gross income tax benefits were 
partially offset by accruals of U.S. income taxes on foreign earnings. 


Unrecognized Tax Benefits 


The aggregate changes in the balance of gross unrecognized tax benefits were as follows (in millions): 


Years Ended July 31,2021 July 25,2020 July 27, 2019 
Beginning balance ... 0.0... cece teen een n eee e eens $ 2,518 $ 1,925 $ 2,000 
Additions based on tax positions related to the current year..............0-.00 eee 224 188 185 
Additions for tax positions of prior years. 6... 0... teen ene 618 554 84 
Reductions for tax positions of prior years ........ 0.0. eee eee (122) (136) (283) 
Settlements i 44: c.cccct-qetngat eae eat ade Sack Bae Sak he Saw Gad eS Ed dad dag dee ws (93) (4) (38) 
Lapse of statute of limitations .. 00.0.0... ccc ete neneee (39) (9) (23) 
Ending Dal ane sd ya te bc sb et oid decata b- n arate tare hat hate E ard eee sone $ 3,106 $ 2,518 $ 1,925 


As of July 31, 2021, $2.3 billion of the unrecognized tax benefits would affect the effective tax rate if realized. During fiscal 2021, 
we recognized $74 million of net interest expense and increased our unrecognized tax benefits for prior year tax positions by 
$618 million to reflect expected settlement positions in on-going U.S. federal, state, and foreign income tax return examinations. 
We recognized net interest expense of $104 million during fiscal 2020 and $30 million during fiscal 2019. Our net penalty 
expense for fiscal 2021, 2020, and 2019 was not material. Our total accrual for interest and penalties was $444 million, $340 
million, and $220 million as of the end of fiscal 2021, 2020, and 2019, respectively. We are no longer subject to U.S. federal 
income tax audit for returns covering tax years through fiscal 2013. We are no longer subject to foreign or state income tax audits 
for returns covering tax years through fiscal 2003 and fiscal 2008, respectively. 


We regularly engage in discussions and negotiations with tax authorities regarding tax matters in various jurisdictions. We 
believe it is reasonably possible that certain federal, foreign, and state tax matters may be concluded in the next 12 months. 
Specific positions that may be resolved include issues involving transfer pricing and various other matters. We estimate that the 
unrecognized tax benefits at July 31, 2021 could be reduced by $800 million in the next 12 months. 


(b) Deferred Tax Assets and Liabilities 


The following table presents the breakdown for net deferred tax assets (in millions): 


July 31,2021 July 25, 2020 


Deferred taxassetss kien eT sinede ov awe foe hb wwe ROD odds AE A OO Be RE eed ee $ 4,360 $ 3,990 
Deferred tax liabilities asss sndeadcesceh oe hons eb any ony ces diy Oey Bee Red ed ee ete ets (134) (81) 
Total netideferted tax assets. : oc x20 2d edn edie Bee de edu edn dea dee dueweebieteetéegee as $ 4,226 $ 3,909 
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The following table presents the components of the deferred tax assets and liabilities (in millions): 


July 31,2021 July 25, 2020 


ASSETS 
Allowance for accounts receivable and returns... 2.0... eee ene $ 68 $ 110 
Sales-type and direct-financing leases... 2... 0... eee teen ene nen eens 157 179 
Inventory write-downs and capitalization... 0.2... . 0. eee ccc en ent ence eens 392 350 
Deferred foreign INCOME: serrera ttia aAA dog dong Gop Gong dong dag AEEA a 164 253 
IPR&D and purchased intangible assets ..... 0... ce een E E ERE enn 1,195 1,289 
Wererred Tevenie sona Ge eck roa pee Peete oe ot a ee A Raed et eth wed a 1,526 1,182 
Credits and net operating loss carryforwards .......... 0. cece cee tte tte 1,264 1,105 
Share-based compensation expense... . 0.0... ee een e eee ee 123 135 
Accrued compensation... 2.0... tanane ne an E ent e tenn E n nen eens 333 353 
Lesse Miabi eS cee aee anr dace eee E aac es see ea tact etnotaetsetacs 277 240 
Capitalized research expenditures .. 0... 0... eect ene NEE DEEE EEEE NA 303 223 
E e ss. crak. ce coke ak Rhw ab oak oa bien einen ET E aN a a ahaa’ 454 348 
Grossidelerred tax assets: 23 i te ie ow ta det det ets ee een eG BG SO ke AS, 6,256 5,767 
Valuation aAlloWwan Es 20.5250 .7545e cae ate S eee ene een dated OE SE OEE E NR (771) (700) 
Total deferred tax assets uane eenn me e e n e ea e e e e e hones § 5,485 5,067 
LIABILITIES 
Goodwill and purchased intangible assets... 2.2.0.0... ensenen ie t e a e re eR (686) (577) 
PSPS CIA HOT ereen E E tees A A A A E a e R (164) (179) 
IJnrealized:-cains on inivestiments:: .c0scesdwsdwsdws dak us tick tinea a tee Be a (112) (119) 
ROU lease assets 2.2568 che ek E ee ee eee eek EE (260) (222) 
OTD E VEE E E E E ds als als as acs e wibe Wana Wane Was Was Pave Were ee ee ae eae ae (37) (61) 
Total deferred tax liabilities ©... tence tent n nee nene (1,259) (1,158) 
Total net deferred tax assets .. 0.0... cc cece cette eee eens $ 4,226 $ 3,909 


As of July 31, 2021, our federal, state, and foreign net operating loss carryforwards for income tax purposes were $540 million, 
$1.1 billion, and $617 million, respectively. A significant amount of the net operating loss carryforwards relates to acquisitions 
and, as a result, is limited in the amount that can be recognized in any one year. If not utilized, the federal, state, and foreign 
net operating loss carryforwards will begin to expire in fiscal 2022. We have provided a valuation allowance of $104 million for 
deferred tax assets related to foreign net operating losses that are not expected to be realized. 


As of July 31, 2021, our federal, state, and foreign tax credit carryforwards for income tax purposes were approximately $31 
million, $1.4 billion, and $7 million, respectively. The federal tax credit carryforwards will begin to expire in fiscal 2023. The 
majority of state and foreign tax credits can be carried forward indefinitely. We have provided a valuation allowance of $595 
million for deferred tax assets related to state and foreign tax credits carryforwards that are not expected to be realized. 


19. Segment Information and Major Customers 
(a) Revenue and Gross Margin by Segment 


We conduct business globally and are primarily managed on a geographic basis consisting of three segments: the Americas, 
EMEA, and APJC. Our management makes financial decisions and allocates resources based on the information it receives from 
our internal management system. Sales are attributed to a segment based on the ordering location of the customer. We do not 
allocate research and development, sales and marketing, or general and administrative expenses to our segments in this internal 
management system because management does not include the information in our measurement of the performance of the 
operating segments. In addition, we do not allocate amortization and impairment of acquisition-related intangible assets, share- 
based compensation expense, significant litigation settlements and other contingencies, charges related to asset impairments 
and restructurings, and certain other charges to the gross margin for each segment because management does not include this 
information in our measurement of the performance of the operating segments. 
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Summarized financial information by segment for fiscal 2021, 2020, and 2019, based on our internal management system and 
as utilized by our Chief Operating Decision Maker (CODM), is as follows (in millions): 


Years Ended July 31, 2021 July 25, 2020 July 27, 2019 
Revenue: 
PAINT CAS eae P EE E E A AT A A OA R O $ 29,161 $ 29,291 $ 30,927 
EMEA. sc. Sie ace tesies Siete db RAG Bhd BOP DAD Rad di hate iw Hs de Hee 12,951 12,659 13,100 
APIC ener iera costa oad cana vast beck avnatavin sea cas avnschavn sawn shawn AA 7,706 7,352 7,877 
TOGA oss eens dong hose cong eon toe ean E E E hace aero a a a cee ee a $ 49,818 $ 49,301 $ 51,904 
Gross margin: 
Americas Aesecncieoeica sero eos acne eos a he een ee Renate S $ 19,499 $ 19,547 $ 20,338 
EMEA sistaiaare<adi-es-bs dbs ios dbu ecb ie a bea heads eeua ath ans 8,466 8,304 8,457 
APIC okeee bear's a a ea re e aE E Mies GREE AEE Gers Ghee Gos as 4,949 4,688 4,683 
Scenient total. ctoc. odes eataa E a cae AE E E EREN 32,914 32,538 33,479 
Unallocated corporate items ........ nnn nunun nena (1,020) (855) (813) 
Total v5.0 GAL a E de be E Ge be ERE: $ 31,894 $ 31,683 $ 32,666 


Amounts may not sum due to rounding. 
Revenue in the United States was $26.1 billion, $26.1 billion, and $27.4 billion for fiscal 2021, 2020, and 2019, respectively. 


(b) Revenue for Groups of Similar Products and Services 


We design and sell IP-based networking and other products related to the communications and IT industry and provide services 
associated with these products and their use. 


The following table presents revenue for groups of similar products and services (in millions): 


Years Ended July 31,2021 July 25,2020 July 27, 2019 
Revenue: 

Infrastructure Platforms ......... 0... ce cc cee eee EEEE $ 27,109 $ 27,219 $ 30,184 
Applications aeiia Shacks E A A A A E ERE E EE ER 5,504 5,568 5,803 
SCULLY oian Shere ewe heed tw eee ewe ed E E ee ws d 3,382 3,158 2,822 
Other Products os ci0.)se cate gosta cost aa EA ARENE E aon ter atau aiden ae 19 33 196 
Total PRODUCE. ieies teats Sate eats estan ates E ahead E E EEE 36,014 35,978 39,005 
SOP VICES! 5.5. fa de esi E E busch: busein Buteln basen: based Geed Geerd Gaurd! Geiey Gane Gone Quscadunaedonans 13,804 13,323 12,899 
Tota ee, 2 dye 2 eyed ee EE dan ¥ oan seth voi ean eee pe Peers « $ 49,818 $ 49,301 $ 51,904 


® Includes SPVSS business revenue of $168 million for fiscal 2019. 


Amounts may not sum due to rounding. We have made certain reclassifications to the product revenue amounts for prior years 
to conform to the current year’s presentation. 


(c) Additional Segment Information 


The majority of our assets as of July 31, 2021 and July 25, 2020 were attributable to our U.S. operations. In fiscal 2021, 2020, 
and 2019, no single customer accounted for 10% or more of revenue. 


Our long-lived assets are based on the physical location of the assets. The following table presents our long-lived assets, which 
consists of property and equipment, net and operating lease right-of-use assets information for geographic areas (in millions): 


July 31, 2021 July 25, 2020 July 27, 2019 


Long-lived assets: 


NJPIEE GL: SEALS: scck att EE E E A T A O O T $ 2,189 $ 2,328 $ 2,266 
Tntérnationals, repres ee een hos a E E E RE hae eee eee wees 1,244 1,046 523 
Toal eaea AA AE A E E E E E $ 3,433 $ 3,374 $ 2,789 
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20. Net Income per Share 


The following table presents the calculation of basic and diluted net income per share (in millions, except per-share amounts): 


Years Ended July 31,2021 July 25,2020 July 27, 2019 
Net income 2... cence een ene n een b ene n een nenns $ 10,591 $ 11,214 $ 11,621 
Weighted-average shares—basic ..... 0... ccc etn een nee 4,222 4,236 4,419 
Effect of dilutive potential common shares ...........0. 000 cece eee ce eee eens 14 18 34 
Weighted-average shares—diluted. ... 0.0.00... ete 4,236 4,254 4,453 
Neét:incomeé per sharé—basi¢ serrr nnrir iiie ie i e des bead be ois $ 2.51 $ 2.65 $ 2.63 
Net income per share—diluted. ..... 0... ccc eect ete eens $ 2.50 $ 2.64 $ 2.61 


Antidilutive employee share-based awards, excluded............... 0000 e ee eee 69 76 55 


Employee equity share options, unvested shares, and similar equity instruments granted and assumed by us are treated as 
potential common shares outstanding in computing diluted earnings per share. Diluted shares outstanding include the dilutive 
effect of in-the-money options, unvested restricted stock, and restricted stock units. The dilutive effect of such equity awards 
is calculated based on the average share price for each fiscal period using the treasury stock method. Under the treasury stock 
method, the amount the employee must pay for exercising stock options and the amount of compensation cost for future service 
that has not yet been recognized are collectively assumed to be used to repurchase shares. 
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosures 
None. 
Item 9A. Controls and Procedures 


Evaluation of Disclosure Controls and Procedures 


Based on our management’s evaluation (with the participation of our principal executive officer and principal financial officer), 
as of the end of the period covered by this report, our principal executive officer and principal financial officer have concluded 
that our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 
1934, as amended, (the “Exchange Act”)) are effective to ensure that information required to be disclosed by us in reports that 
we file or submit under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in 
Securities and Exchange Commission rules and forms and is accumulated and communicated to our management, including our 
principal executive officer and principal financial officer, as appropriate to allow timely decisions regarding required disclosure. 


Internal Control over Financial Reporting 


Management’s report on our internal control over financial reporting and the report of our independent registered public 
accounting firm on our internal control over financial reporting are set forth, respectively, on page 55 under the caption 
“Management’s Report on Internal Control Over Financial Reporting” and on page 53 of this report. 


There was no change in our internal control over financial reporting during our fourth quarter of fiscal 2021 that has materially 
affected, or is reasonably likely to materially affect, our internal control over financial reporting. 
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Item 9B. Other Information 
Required Disclosure Pursuant to Section 13(r) of the Securities Exchange Act of 1934, as amended (the “Exchange Act”) 


Under Section 13(r) of the Exchange Act, we are required to disclose in our periodic reports if we or any of our affiliates 
knowingly conducted a transaction or dealing with entities or individuals designated pursuant to certain Executive Orders. On 
March 2, 2021, the U.S. government designated the Russian Federal Security Service (the “FSB”) as a blocked party subject to 
such reporting requirements; however, on the same day, the U.S. Department of the Treasury’s Office of Foreign Assets Control 
updated General License No. 1B (the “OFAC General License”), which now also generally authorizes U.S. companies to engage 
in certain transactions and dealings with the FSB necessary and ordinarily incident to requesting or obtaining licenses, permits, 
certifications or notifications issued or registered by the FSB for the importation, distribution or use of information technology 
products in Russia. 


During the fiscal year ended July 31, 2021, a subsidiary of Cisco filed notifications with, or applied for import licenses and 
permits from, the FSB as required pursuant to Russian encryption product import controls for the purpose of enabling Cisco 
or our subsidiaries to import and distribute certain products in Russia. Neither Cisco nor our subsidiaries generated any gross 
revenues or net profits directly from such approval activity and neither Cisco nor our subsidiaries sell to the FSB. Cisco expects 
that we or our subsidiaries will continue to file notifications with and apply for import licenses and permits from the FSB as 
required for importation and distribution of our products in Russia, if and as permitted by applicable law, including the OFAC 
General License. 


PART III 
Item 10. Directors, Executive Officers and Corporate Governance 


The information required by this item relating to our executive officers is included under the caption “Information about our 
Executive Officers” in Part I, Item 1 of this report. 


The information required by this item relating to our directors and nominees is included under the caption “Proposal No. 1 — 
Election of Directors” in our Proxy Statement related to the 2021 Annual Meeting of Stockholders (the “Proxy Statement”) and 
is incorporated herein by reference. The information required by this item regarding our Audit Committee is included under 
the caption “Board Meetings and Committees” in our Proxy Statement and is incorporated herein by reference. We will provide 
disclosure of delinquent Section 16(a) reports, if any, in our Proxy Statement, and such disclosure, if any, is incorporated herein 
by reference. 


We have adopted a code of ethics that applies to our principal executive officer and all members of our finance department, 
including the principal financial officer and principal accounting officer. This code of ethics can be found at the “Financial 
Officer Code of Ethics” link in the Corporate Governance section of Cisco’s Investor Relations website at investor.cisco.com. 
We intend to satisfy any disclosure requirement regarding an amendment to, or waiver from, a provision of this code of ethics 
by posting such information on that website or in a report on Form 8-K. 


Item 11. Executive Compensation 


The information required by this item relating to director and executive compensation is included under the captions “Director 
Compensation,” “Compensation Discussion and Analysis,” “Compensation Committee Report,’ “Compensation Committee 
Interlocks and Insider Participation,” “Fiscal 2021 Compensation Tables,” and “CEO Pay Ratio” in our Proxy Statement and is 
incorporated herein by reference. 


Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters 


The information required by this item relating to security ownership of certain beneficial owners and management is included 
under the caption “Ownership of Securities” in our Proxy Statement, and the information required by this item relating to 
securities authorized for issuance under equity compensation plans is included under the caption “Equity Compensation Plan 
Information” in our Proxy Statement, and, in each case, is incorporated herein by reference. 


Item 13. Certain Relationships and Related Transactions, and Director Independence 


The information required by this item relating to review, approval or ratification of transactions with related persons is 
included under the caption “Certain Relationships and Transactions with Related Persons” in our Proxy Statement, and the 
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information required by this item relating to director independence is included under the caption “Independent Directors” in our 


Proxy Statement, and, in each case, is incorporated herein by reference. 


Item 14. Principal Accountant Fees and Services 


The information required by this item is included under the caption “Proposal No. 3 — Ratification of Independent Registered 


Public Accounting Firm” in our Proxy Statement and is incorporated herein by reference. 


PART IV 
Item 15. Exhibits and Financial Statement Schedules 


(a) 1. Financial Statements 


See the “Index to Consolidated Financial Statements” on page 52 of this report. 


2. Financial Statement Schedule 


See “Schedule U—Valuation and Qualifying Accounts” (below) within Item 15 of this report. 


3; Exhibits 
See the “Index to Exhibits” beginning on page 103 of this report. 


SCHEDULE II 


VALUATION AND QUALIFYING ACCOUNTS 
(in millions) 


July 31, 2021 July 25,2020 July 27, 2019 
Allowance for Accounts Receivable: 
Balance at beginning of fiscal year... 0.1... cette eee $ 143 $ 136 $ 129 
Provisions (Denes) sesde aape NNO ER T eee oly eae oe eee eee 21 53 56 
Recoveries (write-offs), net ....... n.n ununun cee ee (29) (48) (50) 
Foreign exchange and otheéts «205.2 hack ack oak paaa pak EE REEERE (26) — 1 
Balance at end of fiscal yéaT sneri in cece cece teen eee $ 109 $ 143 $ 136 
Allowance for Financing Receivables: 
Balance at beginning of fiscal year ....... n.n cece teen eee $ 138 $ 126 $ 205 
Provisions (benefits). Sim <.-«25.ccctel taan AEA ANAN EREE (27) 38 (16) 
Recoveries (write-offs), net ssercreireeiiti bbe dee bbe bee EAA E ES (2) (22) (42) 
Foreign exchangé and Other. i o0.2 s.a20e sehen EA EA EN E ox Ome ome one eae 18 (4) (21) 
Balance at end of fiscal year «1.0.0. 0.¢c00cc eed ee eek ee eae eee eee wee $ 127 $ 138 $ 126 
Deferred Tax Asset Valuation Allowance: 
Balance at beginning of fiscal year... 0.0... eee tee eee $ 700 $ 457 $ 374 
P EETA E bees bee eee ae E E E ne E A E E A 91 279 112 
Deductions: «0.00.25 ed God Gas ted bad EA eed R E EEE R ea daw dae ees (5) (29) (20) 
Write Ofis eesi se take hares eR oS RAR SARS Ak SAR yak eake ak paneeieeeeee ee (16) (7) (8) 
Foreign exchange and other... 2... 0... cette nee 1 — (1) 
Balance at end of fiscal year .. 20. ccc dia aikaa aia aa io i een nenbesee $ 771 $ 700 $ 457 
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INDEX TO EXHIBITS 


Exhibit Filed 
Number Exhibit Description Incorporated by Reference Herewith 
Form File No. Exhibit Filing Date 
2.1 Agreement and Plan of Merger, dated as of 8-K12B 001-39940 2.1 1/25/2021 


January 25, 2021 by and between Cisco Systems, Inc., 
a California corporation, and Cisco Systems (DE), Inc., 
a Delaware corporation 

3.1 Amended and Restated Certificate of Incorporation of 8-K12B 001-39940 3.1 1/25/2021 
Cisco Systems, Inc., as currently in effect 

3.2 Amended and Restated Bylaws of Cisco Systems, Inc.,as 8-K12B 001-39940 3.2 1/25/2021 
currently in effect 

4.1 Indenture, dated February 17, 2009, between Cisco 8-K  000-18225 4.1 2/17/2009 
Systems, Inc. and the Bank of New York Mellon Trust 
Company, N.A., as trustee 

4.2 Indenture, dated November 17, 2009, between Cisco 8-K 000-18225 4.1 11/17/2009 
Systems, Inc. and the Bank of New York Mellon Trust 
Company, N.A., as trustee 


4.3 Indenture, dated March 3, 2014, between the Company 8-K  000-18225 4.1 3/3/2014 
and The Bank of New York Mellon Trust Company, N.A., 
as trustee 

4.4 First Supplemental Indenture, dated January 25, 2021 to 10-Q 001-39940 4.1 2/16/2021 


the Indenture, dated February 17, 2009, between Cisco 
Systems, Inc. and the Bank of New York Mellon Trust 
Company, N.A., as trustee 
4.5 First Supplemental Indenture, dated January 25, 2021 to 10-Q 0011-39940 4.2 2/16/2021 
the Indenture, dated November 17, 2009, between Cisco 
Systems, Inc. and the Bank of New York Mellon Trust 
Company, N.A., as trustee 
4.6 First Supplemental Indenture, dated January 25, 2021 tothe 10-Q 001-39940 4.3 2/16/2021 
Indenture, dated March 3, 2014, between the Company and 
The Bank of New York Mellon Trust Company 


4.7 Forms of Global Note for the registrant’s 5.90% Senior 8-K 000-18225 4.1 2/17/2009 
Notes due 2039 
4.8 Forms of Global Note for the registrant’s 4.45% Senior 8-K  000-18225 4.1 11/17/2009 


Notes due 2020 and 5.50% Senior Notes due 2040 

4.9 Form of Officer’s Certificate setting forth the terms of the 8-K  000-18225 4.2 3/3/2014 
Fixed and Floating Rate Notes issued in March 2014 

4.10 Form of Officer’s Certificate setting forth the terms of the 8-K  000-18225 4.1 6/18/2015 
Fixed and Floating Notes issued in June 2015 

4.11 Form of Officer’s Certificate setting forth the terms of the 8-K  000-18225 4.1 2/29/2016 
Fixed and Floating Notes issued in February 2016 

4.12 Form of Officer’s Certificate setting forth the terms of the 8-K  000-18225 4.1 9/20/2016 
Fixed and Floating Notes issued in September 2016 

4.13 Description of Registrant’s Securities X 

10.1* Cisco Systems, Inc. 2005 Stock Incentive Plan (including 10-Q 001-39940 10.5 2/16/2021 
related form agreements) 


10.2* Cisco Systems, Inc. Employee Stock Purchase Plan 10-Q 001-39940 10.7 2/16/2021 

10.3* Cisco Systems, Inc. Deferred Compensation Plan, 10-Q  001-39940 10.6 2/16/2021 
as amended 

10.4* Cisco Systems, Inc. Executive Incentive Plan 8-K 000-18225 10.2 12/12/2017 

10.5* Form of Indemnity Agreement 8-K12B 001-39940 10.1 1/25/2021 
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Exhibit Filed 
Number Exhibit Description Incorporated by Reference Herewith 
Form File No. Exhibit Filing Date 
10.6 Second Amended and Restated Credit Agreement, dated 8-K  001-39940 10.1 5/14/2021 
as of May 13, 2021, by and among Cisco Systems, Inc., 
certain lenders party thereto, and Bank of America, N.A., 
as administration agent, swing line lender, L/C issuer and 
sustainability coordinator 
10.7 Form of Commercial Paper Dealer Agreement 10-Q  000-18225 10.1 2/23/2011 
10.8 Commercial Paper Issuing and Paying Agent Agreement 10-Q 000-18225 10.2 2/23/2011 
dated January 31, 2011 between the Registrant and Bank of 
America, N.A. 
10.9* Letter Agreement by and between Cisco Systems, Inc. and 8-K 000-18225 10.1 11/13/2020 
R. Scott Herren 
10.10* Transition Agreement by and between Cisco Systems, Inc. 8-K 000-18225 10.2 11/13/2020 
and Kelly A. Kramer 
10.11* Letter of Transfer — International Transfer by and between 8-K  001-39940 10.1 2/25/2021 
Cisco Systems, Inc. and Irving Tan 
21.1 Subsidiaries of the Registrant X 
23.1 Consent of Independent Registered Public Accounting Firm X 
24.1 Power of Attorney (included on page 105 of this Annual X 
Report on Form 10-K) 
31.1 Rule 13a—14(a)/15d—14(a) Certification of Principal X 
Executive Officer 
31.2 Rule 13a—14(a)/15d—14(a) Certification of Principal X 
Financial Officer 
32.1 Section 1350 Certification of Principal Executive Officer X 
32.2 Section 1350 Certification of Principal Financial Officer X 
101.INS Inline XBRL Instance Document X 
101.SCH_ Inline XBRL Taxonomy Extension Schema Document X 
101.CAL Inline XBRL Taxonomy Extension Calculation X 
Linkbase Document 
101.DEF Inline XBRL Taxonomy Extension Definition X 
Linkbase Document 
101.LAB Inline XBRL Taxonomy Extension Label X 
Linkbase Document 
101.PRE Inline XBRL Taxonomy Extension Presentation X 
Linkbase Document 
104 Cover Page Interactive Data File (Embedded within the X 


Inline XBRL document and included in Exhibit 101) 


* Indicates a management contract or compensatory plan or arrangement. 


Item 16. 


None. 


Form 10-K Summary 
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SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this 
Report on Form 10-K to be signed on its behalf by the undersigned, thereunto duly authorized. 


September 9, 2021 CISCO SYSTEMS, INC. 


/S/ CHARLES H. ROBBINS 
Charles H. Robbins 
Chair and Chief Executive Officer 


POWER OF ATTORNEY 


KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below constitutes and appoints 
Charles H. Robbins and R. Scott Herren, jointly and severally, his attorney-in-fact, each with the full power of substitution, 
for such person, in any and all capacities, to sign any and all amendments to this Annual Report on Form 10-K, and to file the 
same, with all exhibits thereto and other documents in connection therewith, with the Securities and Exchange Commission, 
granting unto said attorney-in-fact and agent full power and authority to do and perform each and every act and thing requisite 
and necessary to be done in connection therewith, as fully to all intents and purposes as he might do or could do in person 
hereby ratifying and confirming all that each of said attorneys-in-fact and agents, or his substitute, may do or cause to be done 
by virtue hereof. 


Pursuant to the requirements of the Securities Exchange Act of 1934, this Report on Form 10-K has been signed below by the 
following persons on behalf of the registrant and in the capacities and on the dates indicated. 


Signature Title Date 
/S/ CHARLES H. ROBBINS Chair and Chief Executive Officer September 9, 2021 
Charles H. Robbins (Principal Executive Officer) 
/S/ R. Scott HERREN Executive Vice President and Chief Financial Officer September 9, 2021 
R. Scott Herren (Principal Financial Officer) 
/S/ Prat S. BHATT Senior Vice President and Chief Accounting Officer September 9, 2021 
Prat S. Bhatt (Principal Accounting Officer) 
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Signature 


/S/ M. MICHELE BURNS 


M. Michele Burns 


/S/ WESLEY G. Busu 


Wesley G. Bush 


/S/ MICHAEL D. CAPELLAS 


Michael D. Capellas 


/S/ MARK GARRETT 
Mark Garrett 


/S/ Jonn D. Harris II 


John D. Harris II 


/S/ KRISTINA M. JOHNSON 


Dr. Kristina M. Johnson 


/S/ RODERICK C. MCGEARY 


Roderick C. McGeary 


/S/ BRENTON L. SAUNDERS 


Brenton L. Saunders 


/S/ Lisa T. Su 


Dr. Lisa T. Su 


/S/ MARIANNA TESSEL 


Marianna Tessel 


Title 


Director 


Director 


Lead Independent Director 


Director 


Director 


Director 


Director 


Director 


Director 


Director 
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Date 


September 9, 2021 


September 9, 2021 


September 9, 2021 


September 9, 2021 


September 9, 2021 


September 9, 2021 


September 9, 2021 


September 9, 2021 


September 9, 2021 


September 9, 2021 


Prepared by www.argyleteam.com 
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Forward-looking statements 


Resources 


For more information about Cisco, to 
view the Annual Report online, or to 
obtain other financial information without 
charge, contact: 


Investor Relations 

Cisco Systems, Inc. 

170 West Tasman Drive 
San Jose, CA 95134-1706 
1 (408) 227-2726 
investor.cisco.com 


Cisco’s stock trades on the Nasdaq 
Global Select Market under the ticker 
symbol CSCO. 


Independent registered public 
accounting firm 
PricewaterhouseCoopers LLP 
San Jose, CA 


Transfer agent and registrar 
Computershare Investor Services 
P.O. Box 505000 

Louisville, KY 40233-5000 
www-us.computershare.com/ 
investor 


Toll-free: 1 (800) 254-5194 
International: 1 (781) 575-2879 


Notice of annual meeting 
Date: December 13, 2021 
Time: 8:00 a.m. Pacific time 


Virtual stockholder meeting 
www.virtualshareholdermeeting.com/ 
cCsco2021 


This Summary Report and our Annual Report included herein, including the “Management’s Discussion and Analysis of Financial Condition and Results of 
Operations” discussed therein, contains forward-looking statements regarding future events and our future results that are subject to the safe harbors created 
under the Securities Act of 1933, as amended, and the Securities Exchange Act of 1934, as amended. All statements other than statements of historical facts are 
statements that could be deemed forward-looking statements. These statements are based on current expectations, estimates, forecasts, and projections about 


the industries in which we operate and the beliefs and assumptions of our management. Words such as “expects, 
momentum, 


» a » a 


“intends,” “plans,” “believes, 


estimates, 


» a »a » a » a 


continues,” “endeavors,” “strives, 


»a » a » a 


anticipates,” “targets,” “goals,” “projects,” 


may,” variations of such words, and similar expressions are 


intended to identify such forward-looking statements. In addition, any statements that refer to (1) projections of our future financial performance; (2) our anticipated 
growth and trends in our businesses; (3) future responses to and effects of the COVID-19 pandemic; (4) our Environmental, Social and Governance (ESG) goals, 
commitments and programs; (5) the scope and impact of our corporate responsibility risks and opportunities, and the related standards and expectations of third 
parties; and (6) other characterizations of future events or circumstances, are forward-looking statements. Readers are cautioned that these forward-looking 
statements are only predictions and are subject to risks, uncertainties, and assumptions that are difficult to predict, including those identified in the attached Form 
10-K, under “Item 1A. Risk Factors,” and elsewhere therein. Therefore, actual results may differ materially and adversely from those expressed in any forward- 
looking statements. We undertake no obligation to revise or update any forward-looking statements for any reason. 


Afeafe 
CISCO 


Americas Headquarters Asia Pacific Headquarters Europe Headquarters 
San Jose, CA, USA Singapore Amsterdam, The Netherlands 


Cisco has approximately 400 offices worldwide. Addresses, phone numbers, and fax numbers are listed on the Cisco website at 
www.cisco.com/go/offices. 
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